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Foreword. 



I 



N the present deplorable state of the Cotton Spinning Industry, 
any pubUoation that will cause those people engaged in the 
trade to think is welcome and useful. 



During the past few years, so much has been said and written 
that it woidd seem superfluous to publish any more on the subject. 
It would seem as if all that could be said had already seen the 
light of day. 

It is because I believe there is something new, and that something 
worthy of the most careful consideration by everyone interested 
in the trade, that I gladly write this foreword. 

Mr. Canney is a very capable student of the questions he deals 
with in the following pages, and his views are clearly expressed 
and defined. 

I, therefore, very heartily commend this book to the very 
serious attention of the trade. 

F. HOLROYD, 
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Introduction. 



THE Cotton Industry with its infinitely-numerous variables, 
all of th,em changing, as time passes, in their relations one 
to the others, is almost as easy to discuss both intimately and 
comprehensively as, I imagine, it would be to plot, from a slow- 
motion film of a gnat swarm, the courses and interrelations of its 
component gnats. When I come to think more about this 
comparison, the latter task would be the easier, for the difference 
between gnat and gnat is so small as only to be known to themselves, 
whereas the components affecting our cotton problems are diverse 
in the extreme and never quite the same for two weeks on end. 
Each interest, moreover, whether directly or remotely concerned, 
is itself a vast complexity of diverse firms and individuals. To 
arrive, therefore, at unassailable statements of fact and principle 
is a matter of no small difficulty, and specially so, nowadays, when 
broad generalisations are anathema to the so-called practical man. 

The Cotton Industry " jest growed." The co-ordination of its 
innumerable activities was not the act of deliberate individual 
genius. Every specialist found a place for himself and fitted in. 
The Cotton Industry, in other words, evolved ; and its perfection 
and balance derived from the restraints and stimuli of competition, 
on and in its several parts. Thus was established an amazingly- 
efficient and well-knit organisation. The influence of the war, the 
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12 Lancashire Betrayed. 

slump and the depression has been to shatter the structure 
into its component parts. As yet in the post-war period the old 
restraints of competition have not been effective ; no substitute 
machinery for co-ordinating reconstruction has been set up and the 
industry suffers from specialism run amok. Unco-ordinated 
specialism, in fact, is the fault and the ruin of the whole country. 
Specialists who were once partners, and who must again work in 
partnership, are now preying on one another ; and the most 
defenceless of the specialists are going under. When these latter, 
the cotton spianers, for example, have gone completely to the 
wall the other specialists, deprived of prey, may realise their folly. 
If, however, we are to avoid a completely fatal termination to this 
senseless fratricidal process the defenceless specialists must create 
for themselves a weapon that will preferably persuade, but if 
necessary, enforce, reasonable consideration from complementary 
interests. For the nonce the cotton spinner must realise that in 
his interest, knowledge and activities he must become the all-round 
cotton industrialist. 

Our cotton spinners on the average are long-headed and perhaps 
far-seeing, along their own line ; but they generally fail for breadth 
of vision. With everything externally right, they are supreme at 
their own job ; but knock away their external supports and they 
are completely at a loss. The fault, I suppose, is fundamentally 
in the deficiencies of our academic and practical education, which 
deprives statesmen of practical experience and deprives practical 
men of comprehensive principle. In consequence the liaison between 
theory and practice is lamentably deficient. 

The cult of the long-head has gone too far. The country needs 
the broad-heads who must have closely-practical as well as over-all 
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experience, and who, therefore, must be long in training. Industry, 
however, has shown no inclination, as yet, to provide the necessary 
funds for such training. The post-war problems of the cotton 
industry, for example, have been left to the desultory, intermittent 
and incomplete researches of the economic observers, both 
disinterested and biased, that have so signally failed, these past eight 
years, to pull the industry together. There is no provision for 
systematic economic research) which could mean so much in 
accelerating progress and in preventing depression in normal times ; 
which could already have helped this distressed industry out of the 
post-war depression ; and which could have saved, without 
exaggeration, millions of pounds sterling lost through misguided 
effort and inaction. 

No better investment from the depleted resources of the 
distressed cotton industrialists could be made, I conceive, than in 
establishing an economic research institute where the art of applied 
economics could be practised without fear or favour. Already they 
have their Statistical Bureau. Divorce this institution from its 
commercial bias, its limited scope and its secretiveness, and the 
institute would be a fait accompli. '" If the thing's worth doing 
at all it's worth doing well." 

The following pages present a selection of addresses and articles 
laid before the cotton trade in the past year or two. Some of them 
have already appeared in the Journal of the Textile Institute, The 
Textile Manufacturer and The Textile Recorder, to the Editors of 
which I offer my sincere thanks for their courtesy and assistance in 
publishing. And whilst making acknowledgments, I particularly 
desire to express my gratitude to innumerable gentlemen in the 
trade who, either in some official capacity or as managers and 
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operatives in the Lancashire mills and works, have honoured me 
with their confidence and have afforded generous facilities for the 
conduct of my enquiries. 

Finally I have to account for the title " Lancashire Betrayed." 
What do I mean by Lancashire ? Though my essays in applied 
economics centre upon the distressed spinners in the American 
Spinning Section of the Lancashire Ootton Trade, the statement 
of causes and remedies for the depression has a wider application. 
In as far as inadequate or harmful action, by outside authorities, 
is responsible, my general theme applies to the whole cotton 
trade. It is equally applicable to all our distressed industries — 
coal-mining, iron and steel, shipbuilding, shipping and agriculture ; 
and Lancashire is vitally concerned with the prosperity of them all. 
I, therefore, hope that this book will be of service to all our basic 
industries. 

Why betrayed ? and by whom 1 The cotton industry depending 
as to 80 per cent of its output upon the unrestricted international 
commerce of peace, was first betrayed by the militarism that brought 
about the war. Then the country since the war has evaded its 
responsibilities towards its basic export industries and has denied 
the tacit guarantees of sound and considerate national policy, in 
the atmosphere of which the ootton industry originally developed. 
Here are grounds, I suggest, for an action for breach of promise. 
Then the majority of the trade — confused and distracted as it has 
been by crushingly- adverse circumstances — ^has at one time or 
another, by word and deed, turned aside from the difficult path of 
sound principle to explore the easy and highly-attractive route 
to perdition. Dear cotton, dear services, dear processing, high 
prices demanded, restriction of output, profit-seeking out of 
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scarcity, all have figured as either the method or object of the 
industry's activities during the depression. Was there ever a period 
in the history of Lancashire when its practical men were inspired 
by such impractical cotton politics ! 

Those contributing to the literature of the cotton problem, who 
have found an easy way out of its perplexities by thrusting the 
blame entirely on to the depressed spinners, have also betrayed 
Lancashire. 

ERNEST E. CANNEY. 



Research for a Cotton Trade Policy. 



THE depression in the staple export industries and the resulting 
problem of unemployment are the most urgent of national 
problems ; and their possible consequences, moreover, are a 
still-growing menace to the general community. It is high time, there- 
fore, that the country directed the whole of its energies where the 
sternest necessity demands, namely, in reviving the basic industries, 
and that it subordinated the luxury of distracting controversy on 
matters of secondary importance. The precedence before all 
temporary personal interests of national reconstruction, of restoring 
the war-shattered mechanism of our economic Ufe again to a weU- 
balanced even-running peace mechanism, is not yet acceptable 
to the general public. Yet in our dealings with foreign countries 
we have consistently urged this supreme necessity ; and we have 
actually helped our former enemies as well as allies to put their 
industrial house in order. Now there is pressing need that we 
turn to our own. 

National economic policy, therefore, should reflect industrial 
necessities. Politics, however, these past few years, have been 
mainly absorbed in controversies offering nothing, whatever the 
outcome, to alleviate the acute distress in our basic industries. 
Taking the confUct between capital and labour, for instance, we 
can readily distinguish the fact that the industrial problem strikes 
right across the artificial division of interest thus created. On 
the one hand, both capital and labour are involved in distress, on 
the other, both are comfortably or exceedingly well ofE„ 

Why aU industries are not uniformly on a level is a question 
that defeats the protagonists of both sides of the class controversy ; 
and their respective contentions are both expressions of that defeat. 
The ding-dong battle between " Let well alone " — when we know 
that all is not well — and " All is iU ; revolutionise the system " 
— -when we know that the lines upon which the system is evolving 
have been tested and proved and that the ills rest only in the 
abuses — ^will never end except out of common exhaustion ; and, 
in the meantime, it enormously aggravates the diificulties of our 
practical problems. Those, therefore, who from whatever side 
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18 Lancashire Betrayed. 

are still thrusting this wasteful conflict between the mind of the 
nation and its real dangers, are rendering a national disservice. 

Such distractions, and there are majiy more of them, are largely 
responsible for the depressing reality that, even after eight years 
of distress, we have advanced not one step in dealing both with 
the vicious abnormality of unemployment and with the 
competitive weakness that lies like a palsy upon our staple export 
industries. If we have not yet devised an effective poHcy, it stands 
to reason either that we have not yet thoroughly explored the 
causes of industrial dislocation, or that we shirk or are afraid of 
the measures that wiU meet them. Hitherto ignored considerations 
are daily discovered. The burden of unfair rating, for instance, 
has been piling up for eight years and we are only now discussing 
the right means of correcting the unevenness of its distribution. 
There are other and more serious disabilities. 

Since the medium-section cotton trade lies right at the centre 
of the national problem, it naturally follows that it is also deficient 
of effective poHcy. Members of the trade have sought remedies 
within the normal routine of trade processing and organisation and 
have definitely failed ; just as they were bound to do, when they 
were unable to raise the problem to the higher plane of national 
concern where it rightly belongs. In its first elements it is essentially 
a national problem, estabhshed primarily by the nation's conduct 
of the war and brought to the present critical stage by national 
as weU as by industrial mismanagement of affairs since the war. 
It is the nation that is defeated by its cotton problem, not solely 
the men of Lancashire. Were this truth more widely known and 
accepted, we should be appreciably nearer practical remedies ; 
for indifference to this fact means indifference also to first causes. 

With the cotton industry very much in the public eye, the 
absence of sound constructive poUcy in the medium section has 
been the subject of universal comment. Suggestions, many of 
them made in ignorance of vital fact and therefore impracticable, 
have been showered from without the trade ; and for their faUure 
to utilise them the leaders of the trade have been severely censured. 
Many disgruntled members of the trade itself have also blamed 
their leaders ; but criticisms from both sources have been but 
rarely distinguished and inspired by a sound appreciation of the 
infinite variety of circumstances and interests involved in the 
depression. If we are to apportion blame, our politicians and their 
economic advisers must take a large share, because of their 
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narrowness of vision and deficiencies in interpretation, where 
national problems have demanded, above all, comprehensiveness 
and intimate knowledge. 

Hitherto, the great post-war problem of national reconstruction 
has had only piece-meal consideration. Attempts have been 
made to fill in the details before establishing the design of the 
whole. Particular aspects have been treated apart and quite 
without respect to their dependence upon others, with the inevitable 
consequence, through the failure of experiments, of confounding 
instead of alleviating the general confusion. Similarly, with 
regard to the cotton depression, outside observers, with hardly 
an exception, have been unable or unwilling to visualise causes 
and remedies save as appertaining to normal trade procedure. 
They have thus neglected the disabilities imposed upon the trade 
by national maladjustments and have failed to bring forward the 
essential first steps in a well-ordered scheme of remedies. 

Neither are the members of the trade blameless, because with 
equally limited conceptions they have failed to set up an inquiry 
with the unlimited terms of reference required in dealing with the 
unprecedented Hl-efEects of the war, the boom and the prolonged 
depression. A Government inquiry, it must be confessed, seems 
hardly likely to produce the desired results for the reason that 
poUtical parties in power are usually compelled to defer to some 
form or other of vested interest. The principle, moreover, of 
enveloping the whole of a problem, before attempting conclusions, 
which several abortive inquiries have shown as absolutely essential, 
can hardly be adopted where members of a committee are un- 
f amihar with either the details of the trade itself, or with its manifold 
coimections with the outside world. From the experience we have 
already had of Government inquiries, just when the members 
begin to know enough to allow their critical faculty to come into 
play, their labours are ended and the commission ceases to sit. 
The result is a report stating perhaps more clearly the facts already 
well known, but not one iota of good in illuminating the obscure 
factors in the situation, in diagnosing what might be called the 
" Umiting factors " to a successful outcome of an inquiry. The 
recently published report of the BaKour Committee is a tj^oical 
product. 

Before the cotton trade can arrive at a well-defined, well- 
co-ordinated and practicable solution to its complex problem and 
adopt a hopeful and constructive policy, it is certain that it must 
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not only concentrate the wisdom and experience of the trade itseJf, 
but it must also have, as supplement, the wider and more 
fundamental conceptions that establish the right place of the cotton 
industry in the national economy and in the world organisation 
at large. Only by this thorough, comprehensive research can 
the trade reassert its rights of fair consideration and of equal 
opportunity, from the Government, and may the enervating and 
even deadly fallacies that at present pass currency on cotton trade 
prospects be shown to ring falsely. 

Whilst it will hardly be denied that no such commensurate 
programme of research into the economic problems of the trade 
can be undertaken from outside the trade, it is questionable, even 
at this late stage, whether there is adequate provision from within 
the trade itself. The long-established sectional associations work 
under peculiar disabilities. As representing the various interests 
in a nicely-balanced trade organisation they were eminently qualified 
to deal with pre-war problems. The industry was stiU moving 
steadily up the relatively gentle gradient of evolutionary develop- 
ment, the difficulties were easily anticipated, they came along 
singly, as a rule, and were comparatively simple. 

For the devastating effects of the war period of devolution, 
however, these associations, it seems, are neither authorised by 
their members with sufficient power in promoting reUefs, nor, 
unfortunately, are the leaders themselves sufficiently reheved 
of personal anxieties to permit of intensive, long-sustained and 
methodical inquiry, in ascertaining what these reliefs must be. 
The road out of the abyss, into which the events of the past 14 
years have precipitated the depressed elements of the industry, 
presents seemingly impossible gradients. The obstacles to over- 
come are not only enormous and difficult to define, but they also 
come tumbling down one on top of the other. Under these handicaps 
the organisations have achieved marvels, it only in preventing 
a complete debacle ; but if we may judge by results, they have 
been aU along confronted by tasks beyond their powers. 
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Meeting together in joint committees, these separate authorities 
have attempted to reconcile interests that under prevailing external 
conditions were practically irreconcilable ; and they have been 
under the embarrassing and unprofitable necessity of pressing 
continually the claims and difficulties of their own branches of 
the trade. Things have so arranged themselves as to offer unlimited 
scope for discussing the differences of interest, amongst the many 
units, but comparatively little scope for exploriag the common 
grounds of distress and grievance. There has been no place for 
a presiding genius who might Uft the problem from the plane of 
conflicting sectional interest to that of the welfare of the whole 
trade, and, indeed, of the whole nation ; that would inspire sacrifice 
of opinion or of temporary advantage, where necessary, by demon- 
strating its investment value for future profit and security ; and 
that, as a first measure, would unite the various interests in securing 
fair treatment from the nation at large. In this last connection, 
the depressed elements of the trade, along with other basic export 
industries, have been shamelessly imposed upon, and there has 
been no one to prevent it. There has been, ia short, no organisation 
representing the trade as a whole, seeing the problem as a whole 
and devising remedies for the whole. People have long talked 
about the organisation of the cotton trade when no such thing 
reaUy exists. The cotton trade is merely an agglomeration of 
sectional orgajiisations, and therein lies its principal weakness. 

For inquiry from within the trade, the distressed elements 
of the cotton industry have also depended upon pubhc-spirited 
private observers from whom, however, they naturally could demand 
no real guarantee, for purely disinterested, unprejudiced, weU- 
informed, well-balanced and comprehensive research. Yet the 
programme of action required to hft the trade out of the depression 
musu arise from research no less quahfied ; and from this point of 
view, if there are any limitations at all to the labours of the new 
Statistical Bureau of the Chamber of Commerce it must be still 
short of requirements. To supply reliable data is an invaluable 
service, but not enough ; and this view may be urged in spite of 
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tlie oft-repeated assertion that the trade does not want advice, 
but needs information. Something more is required before the 
trade can make use of figures, and that is a vigorously-sustained 
curative policy. To give the distressed elements of the trade 
information, without first putting them in the position to profit 
by it, is largely to waste the effort made in collecting and compUing 
the necessary figures. 

This last observation also applies to the improvements offered 
by the inventors and makers of machinery, by the scientific costs 
experts, as well as to the results of scientific research into the 
physical, chemical and physiological aspects of cotton technology, 
which the trade now prosecutes with such enthusiasm. So over- 
whelmed, unfortunately, is a large proportion of the trade by its 
economic disabilities that it is in no position to demonstrate even 
its inherent efficiency, much less to adopt new machinery and to 
adapt the discoveries of scientific research. Here, again, is a 
serious cause of waste that only the cure of economic ills may 
prevent. 

Research into the economic principles governing the prosperity 
of the cotton industry, and into the practical application of them 
seems, therefore, at the present juncture, not a whit less needful 
than is the already-accepted study of the scientific principles 
concerned in the growing and processing of cotton. For the time 
being, moreover, it also seems that the whole trade could profitably 
turn its mind, with more intent, upon the wide national problem, 
of which it itself forms so predominant a part. 



The Principles of the Division of Labour 

and their Significance to Medium-Quality 

Spinners. 

A LIVELY spirit of enquiry among the younger men of the 
industry and among the rising generation seems especially 
desirable at the present time, not only because the future 
leaders of the industry are at present in the making, but also, I 
suggest it with deference, because of infusion of enterprise and fresh 
young blood into the councils of the trade might be a means of dis- 
pelling the stagnation brought about by the unhealthy psychological 
experiences of the war, the boom and the subsequent depression. 
In the event of such a call the young men must be prepared ; they 
should be learned in the laws governing the prosperity of the 
trade, as well as enterprising and courageous ; and they should 
be ready with the broad basis of a weU-considered programme of 
action. 

If we only knew their true import, the present circumstances 
of the industrj' might be viewed with less anxiety than they now 
arouse. Those even of the medium-quahty spinners might not 
then appear so desperate ; for, with the mystery attached to the 
real nature and to the causes of their problem, the spinners are 
kept working at cross purposes, aaid the absence of unanimity in 
policy and action enormously aggravates the seriousness of the 
situation. Everyone wiU probably admit that this particular 
group is faced with difficulties that are unprecedented in kind 
as weU as in scale. The appreciation of the economics of the cotton 
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industry that once sufficed the ordinary spmner for everyday working 
purposes, it is evident, no longer suiHces. His prosperity was 
once naainly dependent on the superiority of his spinning technique 
and his organising capacity in respect of the interior economy 
of the mill. Now even the most efficient of spiimers are consumed 
with anxiety. The reason is that the cotton trade environment, 
which was so eminently compatible with spinning prosperity 
before the war, is now radically unsuited ; and the spinner who 
can adapt himself to this new environment is the rare exception. 

If there is any practical outcome to tile considerations I am 
placing before you, it will be mainly in helping you to answer 
the extremely difficult question : What is wrong with the medium- 
quality trade 1 Those who ask : What is wrong with the cotton 
trade ? tend rather to confuse the issue. The distinction is 
important ; for the fine-quality trade is flourishing, and the coarse- 
quality trade is relatively prosperous ; and to permit their intrusion 
into the discussion, without clearly stating the special reasons 
for their happier fortune, brings in a host of anomalies that 
reduces the argument to patent absurdity. Where, therefore, 
for brevity's sake, the term cotton trade is introduced without 
qualification in my further remarks, the medium section only is 
meant. 

I have just indicated one of the reasons why this all-imj)oftaiit 
question has not already been satisfactorily answered. That 
the search for causes and explanations has not been, in general, 
profound enough is a second reason. When discussing the problem 
some basic assumptions must be made, and the verity of the 
subsequent argument depends almost entirely on their accuracy. 
With all deference to the vast number of public-spirited writers 
who have contributed towards the cotton trade enquiry, during 
the last few years, 1 would now express the oj)inion that in the 
majority of instances their good intentions have been nullified 
through neglecting the precaution of establishing their assumed 
fundamentals. My own search has driven me back, again and 
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again, from one untenable position to another, until, finally, I 
have reached the apparently ultimate limit in which the industry 
had its beginnings. I shall now bring the discussion to the 
specific subject of the Division of Labour and its significance to 
the Lancashire cotton industry, examining the principles involved, 
marking its advantages and disadvantages, the conditions of its 
origin and development, its impUed i^ponsibihties and the penalties 
for the neglect of them. To my present way of thinking, a thorough 
appreciation of them makes the problem of the cotton trade as an 
open book, in which this vexed question is clearly answered, and 
the only effective course of action is also unmistakably indicated. 

For present purposes, the Division of Labour is perhaps better 
illustrated than defined. Will you, therefore, accompany me 
for a few moments in a flight of fancy, before we face the concrete 
problem before us ? Let us suppose ourselves a small, rather 
primitive community Uving entirely out of touch with the rest 
of the world, such as possibly exists even at the present day in 
some remote comer of Brazil. We have our wants and necessities, 
food, shelter, a modicum of clothing, protection and some sense 
of beauty : so we dig, hunt, erect huts, weave, arm and ornament 
ourselves. Whereas each of our distant ancestors had sought 
to satisfy aU his crude wants by his own efforts, we have advanced 
some distance in social organisation, of which the Division of Labour 
is the expression. V>e have already shown differentiation in 
aptitudes. One is a clumsy hunter, but is a successful grower 
of vegetables and grain. Another has a natural gift for weaving 
and ornament, but is a bored and unsuccessful fisherman, and so 
on throughout the community. I, for instance, might be skilled 
in husbandry- and conscious of my capacity to produce more than 
my own family requires if only I might give it my undivided attention. 
K someone else, on whom I can rely, will give me protection, I 
can neglect the distracting and, to me, wasteful activities of a 
fighting man and be well satisfied to give my surplus grain in return. 
Similarly the bom hunter and fighter, who probably detests cropping. 
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yet needs its products, may readily enter into a compact with me, 
giving protection and flesh in exchange for grain. With someone 
else I bargain grain for hut repairs, and he, being adept in this 
exercise, is also called in by the fisherman, the weaver, and other 
members of the group. Thus, we have divided out the functions 
of digging, hunting, weaving, etc., among our members, each man 
according to his recognised aptitudes ; and, moreover, as we find 
ourselves enjoying a higher standard of hving, we welcome further 
developments along the same fines, and our children are brought 
up to be speciafists, usually on the same lines as ourselves. 

Why do we prosper by this arrangement ? It is a truism 
that the aptest work most productively. Speciafism saves time, 
because we do not have to waste it in moving from one occupation 
to another. It increases our efiiciency, because our inventive 
capacity, through prolonged concentration and increasing dexterity, 
is given full scope. We invent labour-saving tools and devices 
that extend the range of our individual activities, mth the result 
that the combined product of the community increases by leaps 
and bounds. 

What are the conditions of its successful development and 
continuance ? The Division of Labour obviously first depends 
on each specialist keeping the exchange pacts into which he has 
tacitly entered. If, for instance, the fisherman grows idle, catches 
little fish, and yet expects his accustomed portions of other 
commodities in exchange for the deficient fish supply, the other 
specialists will turn to fishing for themselves. Unfamiharity makes 
it difficult for them ; yet they catch more than the fisherman 
■can give for the surplus lost by them in spreading their activities 
beyond their natural bent ; and the penalty aU round , for the 
fisherman's default, is a diminished total production and a reduced 
standard of living. Thus the quaaitities and qualities of the goods 
or services entering into the exchMjige compacts that establish 
any example of the Division of Labour must be kept inviolable. 
As we shall later see, this is a fundamental law especially applicable 
to our concrete problem. 
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Secondly, to preserve the advantages of the Division of Labour, 
foalance in production is essential. Obviously, there would be a 
Jittle advantage in this sequestered community, if all desired to 
turn to husbandry, leaving the village defenceless against beasts 
•of prey or deficient in shelter and clothing. Generally, the strongest 
and wisest in the community, acting as chief and enforcing diligence 
in the various occupations, preserves the balance and thus performs 
an economic service of prime importance. An organisation founded 
on the Division of Labour that loses balance cannot, therefore, 
be uniformly prosperous. It is also the universal experience that 
some force or other must be active in preserving the balance, and 
that producers for their own security must assure its existence. 
These are much-neglected considerations nowadays, and in their 
several aspects are largely responsible for the troubles of the cotton 
trade. 

Now let us suppose that our primitive community has grown 
comparatively opulent in its own products and that our venture- 
some hunters have discovered and rendered easily passable a route 
to another community, which is found wealthy in some commodity 
that is unhappily scarce among us. Say, for instance, that they 
are a lakeside people amidst a plethora of desirable fish, but scantily 
provided with grain ; whilst we in a fertile valley have grain in 
abundance. Somewhere else we discover a mountain people rich 
in skins and metals, but short of grain and fish. Here are the 
conditions favourable to the beginning of trade, which takes the 
advantage of and develops what is known as the Territorial Division 
of Labour. Exchange of our sui'plus grain for dried fish, from the 
lakes, and for metals, from the hiUs, may cause these commodities 
to become so plentiful among us that we abandon the unprofitable 
fishing and the scraping of metals in our own locahty and con- 
centrate on grain production. Authority would then have it as 
one of its chief concerns to stimulate especially the production 
of exportable surpluses. Community speciahsm among the lake 
dwellers and the hUlsmen, both gradually abandoning their pre- 
carious grain cropping for the more profitable fishing and mining, 
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would thus evolve an inter-community of interest with an established, 
trade in their respective sui-pluses. Here, as at the earlier stage, 
the principles of exchange and balance also obtain. The trade 
understandings must be guaranteed and kept. The hillsman and 
the lakeman must be assured of sufficient grain for their require- 
ments, just as those, in the valley, of fish and metals ; otherwise 
community specialism wiU be abandoned. New factors are here 
involved ; and additional laws demand faithful observance. 
First there are the tracks or waterways joining up to the 
communities. These require maintenance of some sort ; and a^ 
new tjrpe of specialism arises. Payment is demanded for the 
service, and directly or indirectly a toU must be levied on aH 
produce that passes along them. Obviously the amount of the 
toU must not be so great as to leave insufficient to satisfy the buyers. 
Otherwise either the trade stops or the producers at one end or the 
other take the maintenance of communications into their own hand. 
Secondly, the merchant comes into being. Within the tribe ex- 
changes were personal and direct ; but in inter-community 
exchanges factors of time and space obtrude, requiring the 
assistance of an intermediary or middleman. Here, too, as also 
with the actual carriage of the goods, the amount required for 
the service must not cancel the advantage of the exchange to the 
principals concerned, for in that case the inducement for trading 
is removed. Thus wherever middlemen are established they must 
have originally conformed to the compact in respect of the quahty 
and amount of goods in exchange ; and by nature of their function 
they are under obligation to preserve it. 

I hope I have established to your satisfaction five essential 
principles for the eiiective Division of Labour and for the preserva- 
tion of trade. They are that the exchange pacts must be kept ; 
that production must be well balanced ; that some superior authority 
or some economic force must be active in maintaining balance ; 
that the lines of communication be secure ; and that the ancillary 
specialists in transport and merchanting conform to the necessities 
of the trade. 
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The same principles apply to the vastly intricate Division of 
Labour that is the basis of our present civiUsation. As a nation, 
we are subject to the laws governing the International and the 
Territorial Division of Labour. Our home resources out of 
agriculture are small in comparison with the population we attempt 
to maintain. Four-fifths of our consumption of agricultural 
produce must come out of exchange pacts with other nations, and 
the first consideration in government is to assure the development 
of the natural resources in which we create the necessary surpluses. 
In 1913 we had entered into a multitude of exchange compacts, 
giving so much coal, cotton goods, services, etc., for a quantity 
of food and of textile and other raw materials sufficient to provide 
for a population of 45,000,000 ; and to support them now, we 
must be prepared to provide as much of the same quantity of food, 
etc. If we do not we must either reduce the population or accept 
a lower standard of living. As neither becomes a first-class nation, 
and, as the nation is already confronted with these alternatives, 
the first concern is to see that our basic industries are capable of 
supplying their surpluses as cheaply as formerly. An unfair 
share of the burden of taxation, the protection of other industries 
at the expense of the basic industries, or their exploitation by other 
interests, are therefore all contrary to the interests of the nation 
as a whole. In these respects the economic sense of the nation 
appears at fault. We have indulged in a war for which payment 
has to be made. The main burden at present falls on our basic 
industries, whilst the distributive interests and the sheltered 
industries have largely evaded the obUgation. An impoverished 
coal industry and the spinners and manufacturers of medium- 
quality cotton goods, for example, subsidise a prosperous motor 
industry. Yet these particular cotton interests are absolutely 
dependent for trade recovery on suppljnng their products at pre-war 
values to their old customers ; for the latter are no better off, 
whilst the expensive equipment and organisation of spinning is 
narrowly speciaUsed and inconvertible to other uses. To remove 
one common misapprehension, there is not the sUghtest doubt 
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that, at pre-war delivery values for their finished, products, the 
old bulk of trade could be quickly recovered. But they are at 
present hedged about by monopolies and trade understandings,, 
under various guises, to keep up prices which are helping to bleed 
them white. There are the freight combines, the tacit agreements 
on merchanting margins that a deficient merchanting organisation 
makes possible, the packing and finishing combines, the protected 
dyestufEs monopoly, the virtual railroad monopoly * affecting 
particularly their coal costs, and the widespread price agreements 
in mill supplies to which, through the war, the trade has become 
accustomed. The sheltered industries and services, the distributive 
interests and the bankers are prosperous. The basic industries 
are not. Is this state of affairs conducive to national prosperity 
and social progress 1 If it is, then the coimtry may neglect its 
export trade. If not, then a revolution in political tendencies 
is long overdue. Our economic stability depends on restoring 
the old balance in productive enterprise within the country. 

In considering so vast a problem, the temptation to launch 
out on side issues of major importance, especially when there are 
apparent anomaUes by the score that must arise in the minds of 
one's listeners, is almost overwhelming. I should especially like 
to dwell on the differences between the medium-quality trade and 
the fine and coarse trades ; and I should also like to trace the 
progressive Division of Labour in the cotton industry ; but my time 
is nearly up and I must confine my last remarks to the invidious 
position in which, through the Division of Labour and the neglect 
of the laws governing its working, the medium-section spinners 
find themselves. Their pact with the markets abroad in 1913, 
as expressed by the prices accepted by the merchants — to which 
national charges, transport freights, packing and finishing charges, 
manufacturing and spinning margins, and the level of cotton prices 
all conformed — ^was for the supply of the product of well over 
30,000,000 spindles in exchange for the small surpluses of millions 

* Note now the influence of road transport competition. 
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of impoverished agriculturists. Not only was there a balance 
in this vast cotton trade orgajiisaticn, and as between the cotton 
trade and the rest of the country also, but the whole was actuated 
by the same necessity of relying for profits on bulk trade. The 
force that maintained the unanimity of interest and the balance 
was that of competition. 

The force of foreign competition in the same class of goods 
was almost negUgible ; but there was fierce internal competition 
among the units of each branch of the trade, and margins were 
universally cut to the finest limits. The assurance of this force 
for efficiency, which the spinners knew was at least as strong in 
other branches of the trade as in their own, established a sense of 
implicit reliance among them on the prospective adequacy of other 
essential services ; and in this faith they specialised to the finest 
possible degree. With enormous capital sunk in his business, the 
average spinner was thus confined to the narrowest outlets for his 
product, frequently to lesS than a half-dozen regular purchasers 
of his particular yams ; and he had absolutely no control over his 
raw material supplies. It is improbable, consistent with the 
amount of capital involved, that the world has ever known such 
absolute dependence on the efficiency of others. Their self-reliance 
for which it is said they were famed, appeared only to be shown in 
the conduct of their individual businesses and in their relations 
with their fellow-spinners ; though their eyes were already open 
to the weakness of their position with regard to cotton sujijjly, 
which danger led to organisations that have gone far towards 
removing the threats of monopoly and cotton famine. This 
example of the spinners' capacity, when aroused to combined 
effort, sheds a beam of confidence in an otherwise dark prospect. 

Contrast the present-day position with that of 1913 in the 
light of the principles of the Division of Labour and, I suggest, 
you wiU see what really is wrong with the medium-quaJity trade. 
The changes originated with the war. The increasing insecurity 
of our trade routes combined . with innumerable other factors to 
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destroy the old trade pacts. In their place new pacts were 
arranged with a fictitiously prosperous home market, and with 
the insatiable firing line. These over-rated values, i.e., in 
comparison with the old agreements, and established false 
conceptions in the mind of the whole population which contributed 
largely to the boom and to the subsequent depression. The 
resulting loss of trade in cotton goods was attended by the whole- 
sale desertion of the old merchanting organisation leaving for the 
trade in all qualities, fine, medium, and coarse, barely a 70 per 
cent personnel to meet the requirements of a 100 per cent spinning 
equipment. Of the old channels for the medium-quaUty trade, 
it is improbable that since the war as much as 50 per cent has 
remained. In addition, finishers, packers and other interests, 
both external and internal to the trade, have established monopolies, 
checking output and imposing excessive unit charges for their 
services. 

Thus the laws governing the Division of Labour which apply 
to the development of specialism within the cotton industry just 
as they do in the national economy, have all been violated in the 
most outrageous degree, though mainly through force of circum- 
stances. The exchange pacts are broken, the balance among 
the several branches of the trade and between the cotton industry 
and the rest of the nation is lost ; and the force of competition 
so essential to preserving the balance and to maintaining the 
security of the spinners has in some branches faded out almost 
entirely. 

This is not the occasion to go into the details of the course of 
action open to the spinners. It would only be to repeat a selection 
of the innumerable recommendations made to the trade during 
the last few years. Sufficient it is to remark that, as the spinners 
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are the only sufferers, their oft-repeated demand that other 
branches of the trade come to their rescue, is wasted effort. 
Their yam prices during the last year have not averaged so high 
as to interfere with the recovery of trade, but all subsequent 
charges have. To bring them into line, the force of comfretition 
must reassert itself among other interests, and the spinners them- 
selves must either supply it or otherwise assure its return. If 
they caxuiot, then they must succumb, for other measures are 
mere palliatives. 

The reply to the question : What is wrong with the medium - 
quality trade ? is not complete without it ventures an explanation 
of what is wrong with the distressed cotton spinners. Psychologists 
would possibly diagnose the case as the natural result of the war, 
the madness of the boom, the shook of the slump and the prolonged 
anxiety of the depression, leaving a bewildered state of mind and 
a shattered confidence superimposed on what might be called a 
routine complex, which is another of the dangers associated with 
the Division of Labour. It arises from the traditions that confine 
the spinners' activities so narrowly and leave them so completely 
dependent upon the good offices of the Government and upon other 
complementary interests. It leads them to shy at proposals 
involving their combined activity in matters not essentially spinning ; 
for they would rather, it seems, attempt anjrthing, no matter how 
unpromising, in their own sphere, than venture into merchanting 
or concern themselves in breaking monopoUes and in removing 
the unfair burdens imposed on them by national maladministration. 

It is human nature not to want to get off the beaten track, 
but the times are inevitable when a change of circumstances wiU 
make a demand on adaptabihty, to which, according to the law of 
survival, the response must be made. Amidst the swirl of acute 

c 
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controversy, of the mutual suspicion and recrimination that has 
worked so much evil since the slump, and in spite of the new and 
seemingly indefinable difficulties that have appeared at every turn, 
many spinners have exhibited a marvellous level -head edness 
and endurance, whilst the leadership of the industry has inspired 
respect for its equaUy-courageous patience and public -spiritedness. 
With that same courage and an extended adaptability to the 
activities involved in restoring balance to the trade, the spinners 
wiU find the only measures commensurate with the nature and 
scale of their difficulties. 



Costs and Finance in the American Spinning 

Section. 

As the way of looking at things decides our conceptions, our 
interpretations of difficulties, and finally our remedies, an 
introduction is required to any financial recommendations 
made upon the problem of the medium-section of the cotton 
spinning trade. It wiU be as well, therefore, to commence with 
a few general statements before narrowing consideration down 
to the particular points at issue. 

The distressed elements of the trade can make no appreciable 
approach towards progress without the recovery of bulk trade, 
which depends upon substantial reductions in deUvery prices 
to the foreign consumer. Costs, in other words, throughout the 
trade and — in proportion with increasing trade — margins, also, 
must therefore be lowered. 

At this point the assurance is deserving of particular emphasis 
that the theory of the permanent and irrecoverable loss of trade 
is unsound. No one can come rationally to such an assumption 
whilst the prospects of Lancashire goods at the pre-war parities 
of prices are yet unexplored. In this event, indeed, we can forecast 
with every confidence a vast increase in trade. To save now what 
national mismanagement, as weU as mismanagement within the 
trade, has already destroyed or brought to the brink of dissolution 
is, of course, impossible ; but, granted that the industry exerts 
its powers and imdoubted rights, there is certain security in the 
not very distant future for many now apparently helpless firms. 
It should be strongly urged, therefore, that whatever trace remains 
in the mind of the trade, with respect to the estimate of the 30 
per cent loss of trade, which is equivalent, when concentrated on 
medium-class goods, to a 50 per cent loss, be forthwith removed. 

35 
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This insidious fallacy has already done incalculable harm. Not 
only has it practically hamstrung the resolution of the depressed 
elements, but it has also made them unreceptive to other ideas 
and has discouraged inquiry along other lines. 

When we come to consider costs reductions, for the trade as 
a whole, we find them divisible roughly into two main groups, 
namely, those yielding profit to cotton practitioners, and those 
jdelding profit to other sections of the community. Too Uttle 
attention has been paid to this important distinction. 

The cotton trade is one of the most important buyers of services 
and materials from the country at large, as well as a seller of com - 
modities. All that it purchases enters into its own cost ; and, 
herein, are some of the most outstanding reasons for the deamess 
of its products. It is neglect to consider them that leaves the 
spinners' problem so apparently hopeless ; and no manipulation 
of mill finances can possibly come to helpful results without allowance 
for them in addition. 

War Additions to Costs. 

Of these external additions to costs, the heaviest is that paid 
by the industry to the Government for national defence. This 
charge, due to the Great War, is now particularly onerous, and is 
unfairly burdensome to the cotton industry. It appears in four 
forms : First, in present armament expenditure ; secondly, in 
the interest on the war debt ; thirdly, in the consequences of the 
war dislocation of industry mainly in the cost of unemployment ; 
and, fourthly, in the still-persisting effects of the restrictions 
placed by the nation during the war upon foreign trade. Armament 
and debt expenditure are nationally met out of the profits of 
industry. Unemployment, however, has been thrust these last 
eight years upon those industries that were hardest hit by the war 
emergency. This, it is now recognised by all parties, was a great 
mistake, and poUticians are now arguing how best to correct it. 
No one, however, is suggesting that those who have wrongly 
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sufiered. should have compensation for the eight years' accumulation 
of this unfair burden. Yet it can be shown that this recompense 
is not only of vital importance to the trade, but that it is highly 
expedient for the nation as a whole to accept the responsibUity. 
Figures to demonstrate the severity of this burden are not yet 
available*; and it is suggested that here, potentially, is a weapon 
that the cotton industry might use with efEect in pressing its claims. 
A questionnaire on the subject, sent out to the distressed elements 
of the trade, would doubtless yield startling results. The details 
required for this purpose, and also in estimating the burden brought 
about by deflation, which is to be mentioned later, would be for 
each of the last eight years, as follows : — 

(1) Profit or loss. 

(2) Amount of rates with poor rate shown separately. 

(3) Loan money and interest paid. 

(4) Mortgages and interest paid. 

(5) Overdraft and interest paid. 

The fourth burden, namely, the enforced abandonment of 
foreign markets, was in itself a blow to try the recuperative powers 
of any export industry, even under most-favoured treatment, 
subsequently, by the Government. To restore trade was wisely 
perceived as the first necessity after the war by our AUies, and they 
acted accordingly. We aJso, in our solicitude for the rehabilitation 
of former enemies, have insisted upon the necessity of restoring 
their export trade. About our own vital concerns, in this respect, 
however, we have been either negligent or positively antagonistic. 
A strong claim now holds, therefore, on behalf of the depressed 
export trades for special consideration and compensation on this 
account also. 

Effect of Deflation on Costs. 

The Government, through its control of the national currency, 
has exerted a second outstandingly unfavourable influence upon 
cotton costs. A^ereas the already severely handicapi)ed export 

* See later chapters. 
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industries should have had first consideration in national finance, 
resort has been had to measures that have further embarrassed 
the trade. Before the war, for instance, loan money was a sound 
means of assisting the finances of the spuming section ; and it 
would have been so stUl but for deflation, which has been 
prosecuted without thought for businesses established during the 
boom and supported by either loans or mortgage. Agriculture 
shares, with the reconstructed elements of the medium -section 
trade, the anomalous burden under which aU borrowers lie with, 
respect to lenders. Deflation profiteers are now a no -less striking 
feature of national inequities than are the war profiteers. In 
this connection, foreign governments have sacrificed the " rentier " 
class to their basic export industries. The other extreme in this 
country has been equally unjust, for it has practically doubled 
the goods equivalent of the financial charges incurred by industry 
during the boom. Again, we find just cause for compensation ; 
and on the grounds of national expediency, with recovery of the 
basic industries a prime necessity, the best means of efiecting it 
should be considered. 

Supplies and Distribution Charges Added to Costs. 

The third outside factor in high costs for cotton goods is the 
excessive charges demanded by other sections of the community 
for services and supphes. The cotton industry here makes un- 
profitable contact with the sheltered and protected interests, 
which, due to their extortions, have been sharply distinguished 
from the unsheltered interests during the last seven years by their 
profitable capital investment, their equipment expansion and the 
comparatively comfortable circumstances in which they have kept 
their employees. Excessive charges on account of these supphes 
and services find their way along two channels into cotton costs, 
namely, directly through accounts payable, and indirectly through 
the cost of living and its efiect on the value of wages. In the 
latter respect, when retail prices are brought significantly nearer 
to pre-war levels, there, can be no reasonable objection against 
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reduced rates for salaries and wages all round. We have, therefore, 
to inquire how these causes of excessive costs are kept at their 
present inhibitory level, and the explanation is found in the three 
main influences at present acting in restraint of trade, namely, 
those of protection (safeguarding), monopoly and excessive margins 
in distribution. 

The present reaction towards protection from the principles 
recognised ajid accepted by even strong Tory ministries in the 
last century is partly responsible. In effect, it confers upon the 
protected industry a monopoly within the home market, which, 
if traced through to its final expression, appears in the higher costs 
of production for exported commodities. 

There is, secondly, the monopoly that some sheltered interests 
create for themselves. The only assurance for cheap and efficient 
service from these interests, as far as the export trades are concerned, 
is the force of unfettered competition amongst the home supphers ; 
but if these combine to eliminate competition, then, unless the export 
industries supply the competition themselves, they are at the 
mercy of a merciless exploitation with resulting high costs. 
Excessive scales of remuneration in civil and municipal services 
appertain to the same class of costs-raising factors. 

It can thus be said with truth that the competitive efEectiveness 
of a nation's export industries is not only a measure of the efficiency 
of the export industries concerned, but of the productive and 
organisation efficiency of the country as a whole. Protection and 
monopoly both hinder progress, for if, as is alleged, they promote 
efficiency, then the raison d'etre for their existence ceases. On 
the contrary, just as foreign tariffs have long stimulated our own 
efficiency, so British tariffs undoubtedly stimulate the productivity 
of the foreigner and preserve our own industry at a lower standard 
of efficiency. To meet a plausible argument to the contrary, quahty 
alone is no measure of efficiency ; price and quality combined 
are the measure. 
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We have, thirdly, excessive distribution margins to consider. 
No matter how unprofitable production may be in agriculture, 
raining or in industry, distribution prospers. Only the last as a 
whole, it seems, has retained the boom-inflated notions of what 
is fair and necessary in the way of profit margins. Foreign 
competition and the real purchasing capacity of the consumers 
have compelled agriculture and industry generally (where not 
sheltered) to moderate their ideas and to accept reasonable and 
even unprofitable margins. Distribution, however, remains out 
of hne, and it now abstracts out of the commodities passing through 
its hands so high a percentage as to constitute a serious check 
upon demand, and consequently upon bulk production. This 
serious discrepancy in post-war readjustments can be attributed 
to two main causes. First, neither producers nor the Government 
have been acutely aware of the nature of this burden upon trade ; 
and secondly, the distributers have largely eliminated competition 
amongst themselves by price rings, a move strongly supported by 
the monopoly tendencies of the times. 

The constitution of a coimtry, like everything else, only shows 
its weaknesses when subjected to abnormal strain. Beoently, 
for instance, we have discovered that the almost imperceptible 
injustices of our local taxation have been aggravated by post-war 
abnormalities to gross and impossible inequities. Similarly, our 
laws against restraint of trade by trusts, monopohes and price - 
fixing agreements have neither been expUcit enough nor has 
adequate effort been made to enforce them. Competitive margins 
in distribution are, in consequence, practically non-existent. 
On this point the cotton industry might well conduct an inquiry 
to bring out the great disparities still existing between retail and 
wholesale prices of all commodities, utilising pre-war relationships 
as the standards for comparison. Such competition as now exists 
comes not in cut prices, but in the presentation of goods, which 
accounts for the remarkable development in our shopping quarters 
since the war. Judging by these, we should be considered a pros- 
perous nation ; but it is, in fact, a mere gilding to the body politie 
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which at the core is rotten with depression. As a war-encumbered 
nation, this luxury is something we cannot yet afford, and, no matter 
how aesthetically desirable it may be, competition by display 
must give place to competition Ln distributive margins. To this 
end, in releasing the bonds of price -iixing and in providing the 
stimulus to competitive prices, strong representations to the 
Government by producers generally, and temporary resort them- 
selves to distributing their own products, are eminently desirable. 

For the sheltered interests to imagine that the present state 
of affairs can continue indefinitely is to hve in a fool's paradise. 
Already, some are feeling the adverse results of the depression 
in the staple industries, and some, indeed, are asking further 
protection. For the unsheltered interests, also, to continue in 
their present state of despair is to leave themselves in a fool's 
purgatory.* They could be out of it if they had the wit to see just 
what their position is and if they had the wiU to exert their 
powers. 

Cotton Trade Costs. 

Turning now to excessive costs within the trade itself, price 
agreements and inflated distribution margins are, to some extent, 
responsible here also ; for some branches of the trade, by these 
means, are able to divert the war burden from themselves to the 
primary producers. However, the dangers of this state of affairs, 
even to the advantaged interests, are becoming increasingly apparent, 
and their co-operation in a comprehensive scheme of reconstruction 
can doubtless be assured. The grounds for concihating apparently 
conflicting interests, even where some temporary sacrifice is involved, 
are clear enough. 

In narrowing the scope of this costs survey, we can now turn 
to the immediate problem of spiimers' costs and the considerations 
of financial reconstruction arising out of them. The distressed 
basic export industries have served as a dumping ground for the 

* See frontispiece. 
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post-war burdens of the nation at large ; and allusion has already 
been made to their efiects in increasing the cost of supplies, 
of local and national services, and of mortgage and loan interest. 
These accumulating over eight years of depression have aggregated 
an immense burden, which no single action will sufficiently alleviate. 
For each separate cause, there is the appropriate remedy, and aJl 
must be set on foot together. Whilst now, therefore, confining 
remarks to actual financial adjustments, it should be borne con- 
stantly in mind that success is contingent upon simultaneous 
action in other directions. 

Boom reconstructions are acknowledged as being the great 
mistake made by the spinners themselves in contributing to the 
depression. Is there not reason, however, to urge that the price 
already paid for the mistake is altogether disproportionately 
great ? Is it not true that they have been called upon to bear, 
not only the punishment for their own mistakes, but for those of 
national administration generally ? The medium-section spinners, 
along with the distressed export industries generally, have been 
made the national scapegoat. Just as refuse is carried in the 
flow of many drains, finally to lodge in one sump, so the mistakes 
of the nation sectionally and as a whole have gravitated to the 
completely unsheltered elements in the national economy ; and 
the medium-section spinners have been amongst the principal 
sufferers. A pohcy of financial reconstruction that extinguishes 
the investments of the shareholders in spinning concerns, therefore, 
would be an injustice. Moreover, the emergency is of the same 
order as the war emergency that created it, requiring the same 
boldness of conception and action to meet if commensurate 
measures are to be devised and to be carried through. 

Financial Relief for the American Spinning Section. 

Loan and mortgage interest are at present a burdensome prime 
cost. Much of both has been incurred by the inability of firms to 
meet their taxation obhgations, to the unfairness of which reference 
has already been made. There is also evidence to show that 
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deflation has at least doubled the real values of both the capital 
and interest of loans and mortgage incurred during the boom. 
Then debentures and preference shares require a dividend that 
only a flourishing industry could possibly hope to meet. The 
situation is unprecedented. Recoverj', moreover, is a national 
concern, and as the causes of the depression are almost whoUy 
national, there is every right to expect national assistance. 

The way is thus prepared for a proposition that seems com- 
mensurate with the problem. It is here presented only in the rough, 
but it can be perfected to meet objections. It presumes that the 
banks, the loanholders and the preference and the debenture 
shareholders are unwilling to make commensurate sacrifices. It 
is offered as a sound investment to the country as a whole, i.e., 
when all the advantages of a rehabihtated basic industry are 
considered ; because the industry, on the average, is essentially 
soundly-equipped and efficient. It meets in small measure the right 
of compensation for the inequities of post-war administration ; 
and it should raise the depressed elements to a fair stage of con- 
valescence from which, by their own efiorts, they may proceed 
from stage to stage towards complete recovery. 

The first essential is that the depressed elements should have 
as cheap finance as is available to the nation as a whole. Secondly, 
that all financial charges should be converted from prime cost 
factors to charges upon profits. Thirdly, that interest on debenture 
and preference shares should be reduced to a level consistent with 
a struggling industry. It is, therefore, proposed that the GoveiTi- 
ment innate subscriptions to a National Reconstruction Loan. 
In the case of the cotton industry, the loan would be utiUsed for 
faciUtating general efficiency measures as weU as in paying off 
loans, mortgage, debenture and preference shares, and in converting 
them aU into participating preference shares on easier terms, but 
stiU sufficiently onerous to prevent undesirable advantage being 
taken of the offer. The interest on preference shares might be 
identical with what the Government finds necessary to pay for its 
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own borrowings, falling as the money position becomes easier. 
Participation in ordinary dividends at perhaps twice the rate of 
ordinary share interest would perhaps meet the danger of 
applications for relief that were imnecessary. Calling up capital 
to the same amoimt as is utilised in paying off mortgages and 
loans would be an additional precaution. Provision could also 
be made for an amortisation scheme as soon as the industry was 
sufficiently recovered to make it possible. The financial experts 
would doubtless devise the means of effecting these changes in 
detail ; and, as the present time is a national emergency, whatever 
legislative provision would be required, the cotton industry could 
doubtless ensure. 

In conclusion, the principal object of this brief survey has been 
to apportion the blame for the cotton depression and to seek, not 
only commensurate financial remedies, but the source also from 
which they should derive. The success of financial reconstruction, 
however, is contingent upon activities in other directions. 
Amalgamation, in the purchase of cotton and suppUes in general, 
participation in marketing until the trade becomes accustomed 
again to the old standard margins, and vigorous propaganda against 
protection and monopoUes of whatever form are included. Ninety 
years ago, the great campaign against monopoly privilege and 
against trade restraints in general found the centre of its inspiration 
in the Lancashire cotton industry. At this present emergency, 
history needs to repeat itself. 
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The Burden of Currency Depreciation on the 
American Spinning Section. 

THE August issue of the Textile Recorder contained a general 
survey, under the title " Costs and Finance in the American 
Spinning Section," in which reference was made to the baneful 
effects of the rise in money values since the boom. In the present 
article, thanks to the directorate of one of the mills concerned, 
who have consented to the inspection and use of their records, it 
is now possible to indicate roughly the nature and the extent of 
the burden. 

Before examining the details, it will be as well again to remark 
upon the origin of this burden. In accordance with long-established 
practice, mills reconstructed during the boom were largely financed 
by borrowed money. Prices of raw materials and of all essential 
supplies, as well as of buildings and machinery, stood then at high 
record levels ; so much so that extensive reflotation of miUs would 
have been impossible without the almost unlimited loan facilities 
proffered by the banks and by private investors. With the country 
in general and with the promoters of mill reconstraction in 
particular, these lenders of capital shared a belief in a j)ost-war 
decade of great trade activity. Appearances seemed to justifj- 
the opinion, but events have followed contrary to their hopes. 
That all should share in the serious consequences of the mistake, 
if not in equal proportion, at least in some proportion, might be 
held an equitable claim. Actually, however, almost the entire loss 
has been borne by the shareholders ; whilst the loanholders, in 
general, far from suffering for their error, have fared exceedingly 
well. Appreciating currency has not only doubled the real value 
of their original investment, it has also yielded an income to them 
of greatly increased value. They have undoubtedly profited ; 
and it is not difficult to show that their profit has been to the direct 
loss of the shareholders of ordinary stock. 

D 49 



50 Lancashire Betrayed. 

The injustice has arisen out of an imperfect monetary system. 
and, since the boom, especially in the manner of its control. As the 
contractual obligations entering into loans are expressed in terms 
of money, we should remind ourselves what money really is. 
Whether in the form of metal or of paper, it is simply a legalised 
intermediary in the exchange of goods, i.e., a voucher entitling 
the owner to goods and services of the value stamped or printed 
upon it. Money is boixowed not for its own sake but for what it 
will buy. The lender has earned the means of purchasing goods 
and services for which he has no immediate desire or need. The 
borrower has present needs for the satisfaction of which he is ready 
to promise future recompense to the lender, in the form of interest 
and eventual return of capital. Before, however, he can repay 
loan or pay interest, he has first to produce goods or services, in 
order to convert them into money ; and in order that the lender 
should have a fair return, it is clear that the goods value of money 
should remain constant. If it does not one or other of the parties 
suffers. 

Let us talce for example a thrifty spinner who, in 1914, by doing 
without an extra pair of boots, was able to save £1 and to invest 
it as a loan in the local spinning mUl. Had money effectually 
served the purpose of the contract, at any subsequent time he 
should have been able to withdraw his money and buy his boots, 
enjoying in the interim the purchases he could make out of interest. 
A gamble in currency fluctuations was no part of the intention of 
either party to the transaction. MTien, however, the- £1 was re- 
turned to him in 1919, it was not half sufficient to pay for the same 
class of boots ; for the goods value of currency was then very 
low. In repaying the loan the mill was at an advantage. In 1914 
the margin of say 500 lb. of yam would have been required to repay 
the debt, whereas owing to increased prices in 1919 the margin 
on only 120 lb. sufficed. Here obviously was an injustice, for 
the borrower had benefited at the expense of the lender ; and 
yet neither party was responsible. Money had obviously failed, 
as far as the spinner operative was concerned, to fulfil one of its 
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ostensible functions, namely of assuring, for the future, the deferred 
enjoyment of goods and services saved by self-denial in the past. 

Exactly the converse has taken place since 1920, when the 
spinners borrowed heavily in depreciated currency. Now as 
borrowers, owing to currency appreciation, they have to produce 
more than twice the quantity of yam that was required in 1920 
to meet their loan obUgations. The change in values, in its 
accumulative effect over eight years, has practically handed over 
the property of the borrowers to the lenders ; and, owing to the 
corresponding increase in interest values, it has also added con- 
siderably to costs and thus to delaying trade recovery. The 
financial manipulations of the Government and the banks are chiefly 
responsible. It has been in their power to double the real income 
of one section of the community at the expense of the nation at 
large ; and full use has been made of the opportunity. In so doing 
they have greatly imperilled the Aatal resources of the nation, 
directly and indirectly increasing unemployment in practically 
every staple industry. Things, largely in consequence of this, 
have come to such a pass that only the most improvidently-minded 
can view the anomaly with equanimitj'. A readjustment or some 
form of compensation to the sufferers is imperative. 

In all but minor alterations required to hide the identity of 
the particular mill, the follo\^dng details give an actual example 
of the burden laid on the American-section reconstructed firms 
by the rise in money value. Private individuals were the original 
lenders in this particular instance, whereas in many other instances 
the loans were provided by the banks. Only in this respect is 
the present example not universally typical. 



Reconstruction . 

Financial details of an American spinning mill, reconstructed 
July, 1919. Share capital 150,000 £1 shares, of which 13s. 4d. 
is paid up. Spindles, 100,000. 
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The mill was erected about 1895, and new machinery was 
installed throughout in 1918-19. The replacement value of 
buildings, machinery and engines is estimated at £300,000, i.e., 
£3 a spindle. 



Financial History, 1919-27. 





Depreci- 
ation. 


Loan. 


Loan 
Interest. 


Average 
Overdraft. 


Interest 
on 
Over- 
draft. 


Profit 

or 
Loss. 




£ 


£ 


£ 


£ 


£ 


£ 


1919-20 


15,000 


200,000 


12,000 


— 


— 


+ 40,000 


1920-21 


15,000 


250,000 


15,000 


6,000 


360 


+ 5,000 


1921-22 


15,000 


230,000 


13,800 


70,000 


3,150 


— 16,000 


1922-23 


5,000 


220,000 


13,200 


120,000 


6,300 


— 60,000 


1923-24 


7,000 


190,000 


11,400 


140,000 


7,700 


— 20,000 


1924-25 


10,000 


180,000 


10,800 


90,000 


5,400 


'+ 35,000 


1925-26 


11,000 


165,000 


9,900 


90,000 


5,400 


— 2,000 


1926-27 


9,000 


130,000 


7,800 


120,000 


6,600 


— 1,300 



Depreciation . 

The mill was given a 20 years' hie, and the rate of depreciation 
was therefore fixed at £15,000 a year. Actual depreciation in 
eight years was £87,000 averaging £11,000 a year, and giving 27 
years' life to the mill, which appears adequate ; for the machinery, 
especially, is in fine condition, whilst the best attention is given 
to maintenance and repairs. Unless we have revolutionary changes 
in machine developments, the mill should still be competitively 
efficient in 1946. 



Loan and Overdraft. 

Owing to great changes in money values these last few years, 
the burden of loan and overdraft is not measurable except in terms 
of the goods money will bujr. Therefore, instead of making com- 
parisons in nominal currency amounts, the influence of loans and 
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mortgage will be traced in goods values, and for this purpose the 
wholesale general index of prices calculated by the Board of Trade 
is utilised. 





General 


Conver- 


Conver- 


Conver- 


Conver- 


Conver- 


Conver- 




Index of 


sion 


sion 


sion 


sion 


sion 


sion 




Wholseale 


Index 


Index 


Index 


Index 


Index 


Index 




Prices 


with 


with 


with 


on 


on 


on 




with 1900 


1919-20 


1920-21 


1921-22, 


1923-24. 


1924-25. 


1925-26. 




as Basis. 


as Basis. 


as Basis. 


1922-23. 








1912-13 


116-5 


— 


— 


— 


— 


— 


— 


1919-20 


365-7 


100 


— 


— 


— 


— 


— 


1920-21 


229-7 


159 


100 


— 


— 


— 


— 


1921-22 


185-0 


198 


118 


— 


— 


— 


— 


1922-23 


185-3 


198 


119 


100 


— 


— 


— 


1923-24 


193-6 


190 


114 


95 


100 




— 


1924-25 


186-1 


199 


123 


99 


104 


100 


— 


1925-26 


171-1 


214 


134 


108 


113 


109 


— 


1926-27 


160-0 


228 


143 


116 


121 


116 


— 



Loan. 

By use of the foregoing indexes, it is possible to bring aU the 
financial detail overleaf to a uniformly comparable basis of goods 
value, e.g., loanholders loaned £200,000 of goods values in 1919-20. 
What have they received in return in goods value ? 

Position of Loanholders. 

In 1919-20 they loaned £200,000 worth of goods and services, 
and a further £50,000 worth in 1920-21. The average yearly 
nominal loan in the succeeding eight years was £195,625 (see Column 
A), and the average nominal interest was £11,750 (E), or at 6 per 
cent. But in goods value their eight years' interest was £171,260 
(¥), so that the actual goods rate on their investment has been 
11-2 per cent. 

Nominal repayments by the mill to these loanholders have 
totalled £120,000 (B), but in goods value the actual repayment 
has been £248,200 (D). So that, if money values had remained 
as they were in 1919-20, the loans would have been extinguished 
in 1926-27. In other words, when measured by what money will 
buy, the loanholders have already had their money back. 
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The Burden of Currency Depreciation. 5-5 

Xot withstanding these repayments, £130,000 (G) of loan origin- 
ally contracted in 1919-20 and 1920-21 is still outstanding, and 
this expressed in goods value is no less than £2ol,9<X) (K), or 
actually more than the original loan. 

Thus the loan holdings have appreciated in goods value, though 
in reality they have already been repaid, whilst a goods value 
interest of 11-2 per cent has been enjoyed. If the loanholders 
have fared so well out of appreciating currency and as no benefit 
derives from nothing, some interest must have suffered in like 
proportion. The losers are the ordinary shareholders in the mill. 

Overdraft and Interest on Overdraft. 

The calculation of goods value equivalent for overdraft and 
interest is more complicated, and nothing more will be here 
attempted than to express the actual goods value of the outstanding 
amounts. 



PKINCrPAL. 



Overdraft. 



Origin of present Overdraft. 



1919-20 
192i)-21. 



1921-22. 
1922-23. 

1923-24. 

1924-25. 
1925-26 . 



£ 

6,000 

70,00") 

120,000 

140.000 
90,000 
90,000 



1926-27 120,000 



6,000 in 1926-27 is equivalent in goods 
value in 1920-21 to £8,580. 

64,000 in 1926-27 is equivalent in goods 
value in 1921-22 to £74,240. 

20,000 in 1926-27 is equivalent in goods 
value in 1922-23 to £23,200. 



30,000 in 1926-2 1 is equivalent in goods 
value in 1926-27 to £30,000. 
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Total present overdraft £120,000 has an equivalent goods 
value of £136,020. Thus since contracting overdraft, its goods 
value has appreciated by £16,020 or by 13-35 per cent in the full 
period. 



Interest. 



Overdraft. 


Present 
Year of Nominal 
Origin. t Rate per 
1 cent. 


Conversion 
Index 


Goods 

Value 

per cent. 


Weighted 
Average 
per cent. 


£ 

6,000 

64,000 

20,000 

30,000 


1920-21 5-5 
1921-22 ; 5-5 
1922-23 5-5 
1926-27 5-5 


143 
116 
116 
100 


7-845 
6-380 
6-380 
5-500 


16-25 



Position of the Bankers. 

Siace overdraft was incurred by the mill its goods value has 
appreciated by £16,020, i.e., from £120,000 to £136,020, or by 
13-35 per cent. The cause is the change in currency values, and 
the same cause has iacreased the present nominal rate of interest, 
namely, 5-5 per cent to 6-25 per cent in goods value. But the 
banks, it may be said, deal only in ciphers, so that they derive no 
benefit. The objection is not, however, valid ; for their share- 
holders receive dividends (i.e., at appreciated goods value) ; and 
what is not immediately paid in dividends is converted into goods 
and equipment at some time or other. The banks undoubtedly 
have derived great wealth out of deflation, and it has been at 
someone's expense. Again it is the borrower that has suffered, 
in the present instance the holders of ordinary shares. 

The Position of Shareholders. 

Summarising these results from the point of view of the share- 
holders, ia spite of running mostly at a loss, the miU has paid an 
average of 11-2 per cent interest on loans averaging £195,625 yearly, 
and has already made virtual repayment of the whole of the loans. 
These achievements, notwithstanding, loans still remain nominally 
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at £130,000 which, in comparison with currency values in goods 
when the loans were first made, are now worth £251,000 or £1,000 
more than the original loans. Overdraft, also, which in part has 
been utUised in repaying loans, has itself appreciated from £120,000 
nominal to £136,000 actual in purchasing power, and enjoys an 
actual interest of 6-25 per cent, as against the nominal rate of 5-5 
per cent. Before the mill can meet these obligations it has to 
produce yam, which is goods, so that the advantage derived by 
loanholders and the banks out of appreciating currency is at the 
expense of the mUl. 

Currency appreciation is thus the outstanding cause of financial 
embarrassment for this mill. Deflation, the initial factor, is the 
outcome of a national financial policy that has thrust a heavy 
burden most vmfairly upon the shareholders, whose shares of £1 
with 13s. 4d. paid up, are now quoted at 2s. discount, representing 
a total loss of £105,000. The same money value changes somewhat 
mitigate this loss, for the first calls on the shareholders were made 
in depreciated currency. They, however, are still Hable for £45,000 
in appreciated currency and are in danger of losing the whole of 
their investment, which at present values will amount to about 
£100,000 ; whereas they once owned the fixed assets of the mill in 
buildings, machinery, etc., the banks are now the virtual owners. 

As those familiar with the trade are, no doubt, well aware, the 
present example of American- section mill finance puts the case in 
moderation. 

General Considerations. 

Without adequate compensation for the unfair burdens illustrated 
above, it is obvious that the shareholders' investment must be 
extinguished. Unless, moreover, the nation sees the wisdom of 
providing that compensation, it is also clear that vast national 
resources in cotton manufacturing must be dissipated. (The mills 
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are well equipped and are run at a high average level of technical 
and managerial efficiency, and assistance can be recommended as 
a sound national investment.) Otherwise, their complete loss will 
add enormously to the national industrial depression, which is 
already due in a large measure to the difficulties of the cotton 
industry ; whilst the initial financial loss will fall most unfairly 
upon the shareholders in the mills concerned. 

Many critics of the cotton trade contend that this is no more 
than the shareholders deserve for participating in boom flotations, 
to which they consider the phght of the American-section spinners 
is mainly due. " The depression has followed the boom recon- 
struction of the mills and is therefore due to it " pretty well 
summarises their argument. In this they display either a lack of 
discernment or an ignorance of the trade, and are guilty of the 
common fallacy of confusing consequence with sequence. 

Even if we accept the criticism that the spinners were then 
guilty of a serious miscalculation, there is this to say in extenuation, 
that they shared the mistake with practically the whole of the 
country. Every section of the community and the nation as a 
whole had its illusions, many of which stiU persist. The American- 
section spinners were not therefore unique in this respect. They 
are only different from others in that they have not been able to 
avoid the punishment of their mistakes, whereas others have. By 
holding on to war-inflated scales of remuneration, by creating 
monopolies, joining price-rings and by seeking special privileges out 
of safeguarding and subsidy, the sheltered interests at home have 
been able to divert punishment — for indulging in the war as well 
as in the boom — to the unsheltered interests and to those especially 
who are dependent upon bulk trade in foreign markets. The latter 
have had no other interest upon which to thrust the burden but the 
foreign consumer, whose natural reaction, with few exceptions, has 
been to reduce consumption. The Egyptian-section customers are 
one exception. Egyptian spinners have enjoyed the special 
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advantages associated witli the world maldistribution of wealth due 
to the war ; for their comparatively luxury product has found a 
steady demand among the " new rich " — i.e., those better ofE as 
the result of the war — both at home and especially in the New 
World. (The Egyptian spinners, however, have the sure punishment 
yet to meet where an industry, subject to world influences, attempts 
to preserve a dear-goods monopoly. Sooner or later the imreasonable 
margin between Egyptian cotton prices and the delivery prices of 
finished fine -quality goods will excite the envy of foreign manu- 
facturers and provoke an increased development of fine -quality 
manufacture abroad.) To neglect to consider opportunity in 
measuring the respective efficiencies of industries, and to judge 
solely by results is another cause of prevailing fallacies. 

Then the American-section mills have been blamed for utilising 
loan money in financing miU operations. There is no doubt that 
it was done to excess ; but the system has been essentially sound ; 
and it is certain that the industry could not have grown to its 
present dimensions without it. Here again critics are prone to 
judge by results and to ignore the anomalies of national mismanage- 
ment since the war. But for deflation, loan money would not have 
been so serious an encumbrance. Deflation, however, has more 
than doubled it in real values. 

The present financial state of the American miU is therefore 
only in small part due to reconstruction ; and the punishment 
already suffered by the shareholders is inordinately severe. The 
cotton industry was always the willing horse from the national 
point of view, now it is treated as a carcase to cut at and to come 
again. The mines, shipbuilding and iron and steel are in a similar 
position. The nation cut them off from essential markets during 
the war ; and wise government, after the war, vividly conscious 
of export recovery as the first essential to national well-being, 
would have given special consideration to these industries, and 
particularly to the cotton industry ; but we have had, in fact, 
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exactly the reverse. As has been shown, the burden of deflation 
has been colossal. No other word will adequately describe it. 
Rating disparities are only less so. Then lack of vision and of 
courage in dealing with population excess, armament extravagance, 
uneconomic administration of the civil services and their complica- 
tion through unsound fiscal measures, and foreign policy inter- 
ferences with trade, have all finally concentratsd to swell the costs 
of exported goods and to diminish trade. 

In addition to these national impositions, sectional interests 
have been permitted and even encouraged to evade their war 
obligations, by thrusting them upon the primary producers in the 
export trades and upon other unsheltered iaterests. Judging, for 
example, from the prosperity and the standard of lite in all the 
sheltered industries, no one would suspect that this country had 
lately emerged from a ruinous war. Whereas, throughout the 
community, there should be signs of somewhat straightened circum- 
stances, there are the most striking disparities of, on the one hand, 
unwonted wealth and comfort, on the other, the destruction of 
capital investment and alarming poverty. Who can fail to see,- 
for the distress of the one, some cause in the prosperity of the other ? 
Hitherto, the American-section spinners have had to suffer for 
national mistakes and sectional evasions, as well as for their own 
errors. Many in consequence are practically at their last gasp, 
and their only hope for recovery seems to be complete restitution. 

The problems therefore are, first, how to bring these unfair 
disabilities home to the nation at large and, secondly, what form 
compensation should take. As a first measure in arousing the 
public conscience to the unfair disabilities suffered by the spinners, 
the evidence on defiation alone may be effective enough. It should 
at least suffice to reawaken to political consciousness the distressed 
elements of the trade, to draw them from the disastrous internecine 
confiicts that threaten, and to unite all, whether employers or 
employees, in the determination to assure just treatment from the 
Government. 
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The least the Government can do will be to provide cheap 
finance. What should loanholders and the bankers sacrifice 1 
Perhaps somethiag practicable and acceptable may be found in 
this direction. Their holdings at present are in some degree 
precarious. What will they concede if the Government makes 
their investment secure, and what will they concede in acknowledging 
the advantages of appreciating currency 1 Enquiries along these 
lines may not be fruitless. That they wiU make full concessions, 
such as would be necessary in restoring competitive efficiency to 
the mills, is not to be expected ; and the aid of the Government 
must mainly be reUed upon. 

Relative to the earning capacity of the mills, loans and over- 
draft are not only excessive ; they are also expensive forms of 
capital. Moreover, they appear through interest as direct charges 
on costs, and share none of the uncertainty of trade. To exchange 
them temporarily for cheap capital, as cheap as the nation itself 
can borrow it or even cheaper, and to divert the charges involved 
from costs to profits appear essential. For this purpose the 
Government would invite contributions to a loan, or else it would 
establish a capital fund by a steeper scaling of taxation on profits. 
The loan might be called a National Reconstruction Loan, which 
could be advocated in many strong and pertinent arguments. This 
loan, incidentally, would be used for other purposes besides 
reinvigorating the cotton industry. 

With the aid of this loan the Government could then provide 
the money to buy out loan and mortgage holders, and to convert 
the burden, say, into participating preference shares at a moderate 
preference rate of interest. To prevent abuse, terms could no 
doubt be devised that would only appeal to industrial units in 
real need. 

The disabilities of the spinners due to deflation, rating, high 
distributive retail margins, safeguarding and so forth, can aU be 
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traced to the advantage of particular sections of the community. 
That the latter wiU individually renounce their advantage and pay 
compensation for impositions already placed on the spinners is 
unlikely. They have profited out of national errors and mismanage- 
ment, and what restitutionis possible, it seems, can only be practicably 
and equitably sought out of the Grovernment. Rating reliefs in 
1929 and the removal of stamp duties on amalgamation are mere 
flea-bite rehefs, and absolutely inadequate for the deep-rooted, 
nationally-caused ills of the American section. 



State Aid for the Cotton Industry. 



THE ground I have to cover in dealing with the subject of this 
paper is most varied and extensive. How it probably is that the 
depressed elements of the cotton industry have not already 
asked for help from the Government should, I think, be first explained. 
This involves a description of the injustices that the industry has 
borne with httle or no complaint, and an explanation that may 
also account for the industry's failing to realise them. My problem 
in this respect is one in psychology as well as in econom.ics. Then 
for each disabUity there is a remedy to suggest ; whilst the means 
of reconciling the general community to the need for redressing 
injustices must have brief attention. Above all, one must strive to 
be practical. With so much on hand, it is quite impossible to 
survey the ground in complete detail, to mark every quaUfication 
and exception ; but if there is any point upon which you may 
desire more information, I shall be glad to enlarge upon it to the 
best of my knowledge in the discussion. 

When the cotton industry comes to make its claim on the State, 
as I trust it will, a dignified and uncompromising statement of its 
grievances wiU doubtless prove most effective. To arouse the 
industry itself, however, from its present fatal insensibihty to 
certain of its more serious burdens requires something far more 
drastic. The subjects I have to discuss lie at present outside the 
industry's restricted range of vision, and it I use somewhat unusual 
methods in attracting attention to them, I trust the increasingly 
dangerous possibilities of the times wiU excuse them. In the old 
prize-fighting days, we are told, seconds in the ring used the most 
violent forms of stimulant in bringing their unconscious champion 
again up to the scratch. One usually effective method was to bite 
his ears. As it sometimes happened that an apparently defeated 
man later brought off a lucky knock-out, the procedure was not 
without justification. On somewhat similar grounds, but for a 
better cause and for a surer success if the industry is aroused, it is 
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my intention to-day, if I can get at them, to take a few bites at the 
■deaf ears that Lancashire usually turns when recommendations 
outside the normal routine of the industry are discussed. 

Up to the present time the distressed elements have accepted 
only one side of the story of their downfall, and of the most serious 
causes of their distress they are largely unconscious. They are not 
fully aware that, amongst the hurricane of blows that overwhelmed 
them at the slump in 1920, many were below the belt. They know 
that, since then, they have also been trampled upon ; but they do 
not yet reaUse who are the culprits, and even now they are attributing 
their injuries to quite the wrong people. Dazed as they still are, 
moreover, by the rapid changes of fortune during the war, the 
boom and the slump, and dismayed by the prolonged depression, 
they have been incUned to take too much of the blame to them- 
selves. They have grown nervy and introspective, and are in 
consequence irresolute and unenterprising. They may be acutely 
aware that " something is rotten in the state of Denmark," but 
they do not rightly know what. Ninety per cent of their critics 
have dinned into their ears these past few years that it is aU their 
own fault ; and, through constant reiteration, they have almost 
come to beheve it. This unfortunate psychological condition is 
partly attributable to the fact that, contrary to general repute, the 
Lancashire business man when a little out of his depth is, Uke 
Moses, the meekest of men. He has submitted with the most 
exemplary patience to outside animadversions ; he has generously 
accredited his critics with far more knowledge and authority than 
they have been shown to possess ; he has readily explored the 
practicability of the most unpromising recommendations ; and he 
has gone even so far against his sound intuitions to put some of 
them to the test. 

No student with opportunities such as have been afforded to 
me, in exploring all aspects of the problem, could but espouse the 
wrongs of the greatly maUgned and unjustly treated cotton industry. 
Hardly a day goes by but some authority or other gives it as his 
considered opinion that the industry's distress is just the measure 
of its own defects. This view I categorically deny. The distress 
of the cotton industry, as indeed is the depression in aU the basic 
industries, concentrates the results of the defeat of the whole 
nation by its war and post-war economic problems. Much was 
written in the early post-war years about the need for reconstruction, 
but nothing effective has yet been attempted. In this respect the 
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country has revealed as great an incompetence as it has ever shown ; 
and there is no need to await the verdict of history to prove it. 
It is already unmistakably evident. One thing is certain, that if 
the material burdens of the war had been evenly spread over the 
whole community, the cotton industry would not be where it now 
lies. Had the governing authorities realised the importance of the 
basic industries ; had they appreciated the essential function of the 
export industries in the national economy ; had they acknowledged 
and compensated for the special disabilities imposed upon them 
by the national emergency of the war, the cotton industry in all 
its parts would now have been thriving and enjoying at least a 
fair prosperity. But no ; other counsels have prevailed. To 
remedy the deficiencies of government must therefore become one 
of the first concerns of the staple industries. There are inequalities 
to rectify ; there are the details of administration in accordance 
with sound principles again to instil into the ruling class. The 
cotton industry has done this before. One has only to mention 
Cobden and Bright as first in a long succession of business men 
who, for the sake of industry, have been compelled to become 
politicians. If leaders of this type can bring the cotton industry 
again into the arena of national economics ; if they can arouse it 
out of its present bewilderment and bring it to know its real 
burdens ; I for one am confident that it still has the resources and 
strength to triumph over all difficulties. 



The Exploitation of the Staple Industries. 

I should first like to deal with one of the fallacies that at present 
reveal how incompletely conceived have been the causes of the 
depression. Many millions of capital have been lost to the American 
spinning and weaving sections these past eight years ; and the 
strange idea has been promulgated by all sorts and conditions of 
authorities that these millions have gone to foreign consumers. 
We have been told that a tag with the legend, " A present from 
Oldham," should be attached to every bale of medium-quality 
goods entering the ports of India. How can this be 1 Is it not 
indisputable that Lancashire goods since the war have been too 
dear for the old consumers ? Have they benefited by dear prices ? 
When they have been able to buy, we know that they have been 
compelled to pay more. Otherwise, under compulsion of high 
prices, they have abstained from wearing the finer goods, and turned 



66 Lancashire Betrayed. 

to coarser materials for their clothing. Millions of pounds sterling 
have indeed been drained out of Lancashire ; but they have not 
gone across the seas. The vast treasure has never left the country. 
It is now to be found in the fixed capital assets, in the banking 
accounts, and in the pockets of numberless pubhc and private 
interests within our own shores. From the highest authority in the 
land — the Government itself — down to the workers in the many 
sheltered and monopoly interests, aU have exacted their toU out of 
the staple industries. For their services to the cotton industry, 
they have universally charged much more than they required before 
the war, and in many instances their charges have been altogether 
outrageous and unjust. 

The staple industries are anaemic and depressed, very largely 
because, following the knock-down blows of the war and the slump, 
the rest of the country — ^unwittingly it may be — has settled vampire - 
like upon them and bled them of their remaining strength — that 
reserve of strength by which they might otherwise have recovered. 

This, admittedly, is lurid metaphor ; and nothing more 
nauseating, I agree, could be suggested to the average fair-minded 
Britisher — Britisher, even in business. But such things do not come 
of deliberate intent. Just as the " Dracula" theme leaves the victim 
unconscious of the cause and of the deadly nature of his injury, 
so the staple industries are puzzled by their unwonted and hardly- 
explainable weakness ; and just as the vampire is supposedly 
insensitive to the horror of his craving, so also is modem business 
unconsciously ruthless in striving for profit and security. How 
rarely, for instance, at the present time do private interests consider 
the harm that their own adventitious profit does to other sections 
of the community ? The cry now is, " If there is anjrthing going 
for nothing, let us have it." No one inquires who has to foot the 
bill, unless it be the sufferer. If, from any cause, he makes no 
effective complaint, there is no scruple shown in taking every 
advantage. Of these adventitious aids to sectional prosperity there 
are many examples in post-war Britain ; and I shall shortly discuss 
some of them. 

Thus the American spiiming and weaving sections have 
undoubtedly depleted their resources ; not, however, through what 
they have sold to the foreign consumer, but through what they 
have bought at home. Their wealth has been poured out in pajdng 
bUls for national, municipal, and sectional services and supplies. 
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In the costs of producing every pound of yam and yard of cloth 
there is something extra for profits, wages, and materials in all the 
sheltered interests, for the profits and expenses of banking and 
insurance, and, through a multitude of direct and indirect channels, 
for municipal services, consolidated fund services, the supply 
services, and the civil services. Whilst costs -reduction is now 
widely accepted as the first imperative step on the way to trade 
recovery, these important elements in increased costs have had 
small consideration. We may attribute this neglect, I think, 
mainly to the very common conception of the cotton industry as a 
costs entity in itself. To do this, of course, is greatly to restrict 
the scope of inquiry, and in consequence to Umit the possibilities 
of costs-reductions. When we conceive of the problem as confined 
to the bujing of cotton, to cotton processing, and to cloth and 
yam distribution, we lose sight of some of the most significant 
items and causes of high costs. We also incline naturally to the 
idea that, in respect of omitted considerations, we must make the 
best of circumstances ; and we thus neglect the possibilities of 
changing and improving circumstances. I shall not now dwell on 
the consequent trend of ideas towards curtailment and other 
impracticable ideas associated with it, because they are more 
relevant to the subject of the second* part of this costs-reduction 
survey, in which I shall discuss seK-help measures as complementary 
to the State help at present under discussion. 

On this question of costs-reduction, if Lancashire goods are too 
dear, it is not only the efficiency of the spinners and weavers, 
finishers and shippers that must concern us, we must also inquire 
into the organisation and productive efficiency of the whole State. 
I regard this widening of the scope in costs inquiry as of first 
practicaj importance, and I should hke, by your leave, to bring a 
similitude to your notice that has greatly helped me in clearing my 
mind on the subject. WiU you picture the processing sections of 
the cotton industry as composing the trunk of a tree, with the 
complementary industries and interests serving as roots, and with 
the wide -spreading organisation of shipping and merchanting as 
the branches and twigs ? (Figure 1). 

This picture wiU dispose of any uncertainty with respect to the 
dependence of the cotton industry upon efficient service from the 
coiuitry at large. A trunk without roots would be an inert log. 

* See Page 87. 
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Similarly, there would be no life in the cotton industry if it were 
not for the roots that permeate into seemingly-remote parts of the 
national structure, and that concentrate the effort of innumerable 
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general workers in promoting the export of cotton goods. In like 
fashion, all our export industries are in fact outlets for the efforts 
of the nation in exploiting its natural advantages. If the outlets 
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are doing well, it is because the whole organisation is in good trim ; 
it they are doing badly, it is ten chances to one that there is more 
than the efficiency of the actual industries to question. These 
export outlets make our sharing possible in the natural advantages 
of other countries ; and they are of supreme importance in the 
national economy, because it is only by thus specialising and by 
the fullest international exchange of commodities that we can 
support a large population at a high standard of life. The division 
of labour is marked, stage by stage, by increasing dependence and 
by growing defencelessness against exploitation, especially among 
the primary producers ; and it is the principal function of govern- 
ment to maintain the balance and to protect the exporting specialists 
against inadequate or dear service from sheltered interests. 

Reliefs for the Cotton Industry. 

The tree also conveniently exempUfies the causes, results, and 
the necessary remedies when a State loses its balance. The dis- 
equilibrium, set up by too vigorous root growth at the expense of 
the normal development of a tree, results in barrenness, and root 
pruning is usually the only corrective. It is this operation exactly, 
which I now wish to suggest as the essential remedy in restoring 
balance to the nation, and in rendering our relatively barren staple 
industries again fruitful. A severe pnming of remuneration in the 
sheltered, monopoly, and financial interests by withdrawing and 
otherwise by restraining the use of adventitious aids, I conceive, 
as the first move. Sacrifices required of them would be no greater 
than the exceptional privileges they have enjoyed since the war, 
whilst in return they may be sure that the all-round progress thus 
made possible would speedily carry them again forward to the 
comfortable positions that they are temporarily required to vacate. 

They must already realise that their advantages are precarious, 
and if they have any forethought for their children, who wOl 
inevitably be called upon to answer for their own mistakes, they 
wiU incline to reasonable concessions. The penalties for indecision 
or for stubborn and short-sighted opposition to any sacrifice what- 
soever are either an aggravated recurrence of social unrest or, what 
is possibly more dangerous, a vast experiment in communistic 
sociahsm. The present organisation of productive enterprise is 
being judged on its abuses, and it is the duty as well as to the seU- 
interest of those that know of its merits to moderate the abuses. 
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Every business man recognises judicious insurance as the keystone 
to business security, and will realise, perhaps, the insurance value 
of the investment I am now suggesting as required to secure the 
existing order. 

The Prospects for Trade Recovery. 

My tree simile most pertinently illustrates also the cause and 
nature of another prevailing fallacy with respect to the future 
prospects of the cotton trade. Both soil and atmospheric conditions 
must suit a tree if it is to prosper. When it is not thriving, the signs 
attracting the greatest notice appear invariably above the ground 
level. The leaves, fot example, will discolour or wither and faU to 
the ground. To take the fallen leaves, however, as unmistakable 
evidence of unsuitable atmospheric conditions does not at all 
follow. As likely as not, the harm has been conveyed to the leaves 
via the branches, trunk, and roots, and the initial cause of the 
damage lies in the soil. Similarly, those that argue from fallen 
export figures that the foreign market conditions are now unsuited 
to Lancashire medium-quality trade are showing that they under- 
stand neither the constitutional make-up of the cotton industry 
nor its dependence upon healthy economic relations with the 
country as a whole. The dismal theory of permanently lost trade 
has had a curious fascination for many researchers into the causes 
of the depression. They have licked their lips over the statistics 
of increasing foreign spindleage and of decreasing British exports. 
They have lauded the methods of the foreigners to the skies, and 
have gone ridiculous lengths in attempting to prove the backward- 
ness of the British spinners. They have already consigned, in their 
mind, 50 per cent of American-section equipment (i.e., 30 per cent 
of the whole cotton industry) to the scrap-heap. Nay ! they have 
even rated the spinners for their reluctance to present themselves 
for the sacrifice and for bsing "long a'dying." Protagonists of 
this school have either not suspected the burdens thrust upon the 
industry by the Government and by other interests ; or, fully aware 
of them, they have felt themselves on dangerous ground, and have 
turned their criticisms where powerful vested interests were not 
involved. Both have advised on the supposition that nothing can 
b3 altered to better the existing relations between the cotton 
industry and the rest of the country. For the reasons I am about 
to put forward, that position I hold untenable. Readjustments are 
vital to the security and prosperity both of the cotton industry 
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and of the nation as a whole ; and I shall bs surprised if the cotton 
industry tamely submits, when it realises how other interests are 
prospering at its expense. 

After these general observations, it is now time to turn to details. 
What manner of service has the cotton industry enjoyed from the 
nation during and since the war ? One vastly different from the 
service established before the war, we may all suspect, even if we 
do not realise the nature and the exact amount of the changes. 
I shall deal briefly with a few of them. 

The War-time Injury to the Cotton Trade. 

We win take the efiects of the war first. International relation- 
ships prior to the war were obviously conducive to the prosperity 
of the cotton trade, for exports were steadily increasing by 2 per 
cent per annum. Yardage export figures give most clearly the 
effects of the war — 

1913 7075-3 miUion yards. 

1919 3523-7 

1924 4444-7 

To be cut off from the consumers of nearly half its normal production 
was what the war meant to the cotton industry, and all other export 
industries, relative to their peace markets, were more or less under 
the same disability. Contrast the position of these staple export 
industries with the position of the sheltered industries after the 
war, and you will mark the first of a number of great disparities 
about which I have more to say later. 

The National Debt and Money Control. 

Secondly, we will consider the cost of the war, and the effects 
of money control during and since the war upon the staple industries. 
The details of these very important factors required rather more 
elaboration. As we all know, the financing of the Great War 
involved currency depreciation and the inflation in money values 
of ail commodities. Expenditure outran the collection of revenue 
and loans, and the currency was swollen by putting into circulation 
great quantities of so-called paper money. In meeting its war 
commitments the Government piled up an enormous debt in this 
depreciated currency, amounting to no less in 1920 than £6,500 
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millions of internal borrowings and £1,250 miUions borrowed 
externally. Two disparities arise out of the burden of the dead weight 
debt. National Debt services in 1914 cost £24-5 millions ; since the 
war they have amounted to about £350 millions, i.e., over £6 per 
head of the population. If this burden were properly shared, would 
there not be signs of sUghtly straightened circumstances through- 
out the community ? What, in fact, obtains, however, is a nation 
clearly divisible into two groups — ^those who are doing very well in 
spite of the war, and appear not to be, and are not, in fact, 
contributing their projjer share, and those who are absolutely 
crushed and appear to be bearing the whole burden. The sheltered, 
monopoly, protected, and luxury interests are amongst the former, 
and amongst the latter are all the basic industries. The second 
disparity of National Debt services may be more tangibly expressed. 
As I have already remarked, the bulk of the debt was in depreciated 
currency. In 1918 guns and other material cost thrice as much 
as in 1913. By The Statist Wholesale Index of Prices we see that 
the relative values of 45 principal commodities in the respective 
years were as 226 to 100. In the next two years, when the Index 
went up to 295, the internal dead weight debt increased from 
£4,823 millions to £6,553 miUions. 



Wholesale Index of Prices from "The Statist." 

1913 1918 1919 1920 1921 1922 1923 1924 1925 1926 1927 
100 226 242 295 182 154 152 164 160 148 144 

Prices are now relatively deflated. We may trace the course of 
deflation most conveniently from the same Wholesale Index Table. 
AU such indexes are, of course, open to objections, but they yield 
useful indications, and in taking The Statist list I have chosen one 
that moderates rather than exaggerates the changes that have 
occurred. The effects of these changes in aggravating the post-war 
disparities in the distribution of wealth, in embarrassing all industries, 
and in severely handicapping the refloated firms of the medium- 
section of the cotton industry should, I think, be more widely 
known. To realise these effects, we shoiild first be clear on the 
subject of what money is. It is the intermediary in the exchange 
of goods for other goods. When we borrow money it is for the 
sake of the goods it will buy. When we repay loans we have first 
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to produce goods or services, and then convert them mto money. 
Those that lend are doing without goods, and when they want 
repayment their need is for goods. 

I shall first give a simple illustration of what deflation has meant 
since 1920. Suppose I had the need of capital in that year to buy 
for myself a pair of boots, and I had perforce to borrow £3 to do 
so. In repaying the debt in 1927 (having, of course, paid interest 
meanwhile), I should return to the lender enough to pay for two 
pairs of boots, because prices have dropped by over 50 per cent. 
Deflation has clearly benefited the lender enormously, and it has 
hurt me in a con'esponding degree. I have, in short, to produce 
twice as much goods in repajdng the debt. Similarly, the nation 
had the need of goods and services in conducting the war and in 
meeting its post-war obHgations. On this account it borrowed 
about £5,993 millions between the years 1918 and 1926 inclusive. 
If we convert the 1927 debt into depreciated currency equivalents, 
the goods value of these loan holdings has increased to £8,492 
miUions. This means that the taxpayers are bound by contract 
to repay 50 per cent more in goods and services than they originally 
borrowed. When the cotton industry, in aU its branches and 
sections, is called upon to meet its share of the debt, as it must do, 
it has to produce 50 per cent more yam and cloth in order to be 
able to do so. 

I have only dealt with one part of the debt. Interest has 
appreciated in value in just the same way, and the provision of 
£300 miUions per annum in interest now exerts twice the strain 
on industry that it did in 1920. Those interests that earn profits 
make a direct contribution in income tax ; but the depressed 
unprofitable industries do not escape, for through the thousand 
and one minor channels that yield supplies and services, its costs 
on this account are increased. Were the nation released from this 
increased charge, moreover, what great reliefs to iadustry could 
become possible in many needed directions ! 

The Burden of Deflation on the Refloated American - 
section Mills . 

All borrowers have suffered in like proportion, and I have here 
another estimate of the special burden, due to deflation, that is of 
particular interest to the depressed cotton spinners. How much 
the shareholders in the reconstructed firms are to be blamed for 
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the boom flotations is a moot point. The financial interests, 
particularly the banks, must, I think, share equal if not greater 
responsibility. If you will read R. G. Hawtrey's book on " Currency 
and Credit " (chapters 14 and 15), which gives a carefully detailed 
account of national finance during the war, the boom, and the 
depression, you will conclude, I think, that up to the slump there 
was an inevitability about the whole lamentable process. You will 
probably conclude also that, subsequently, industry has been 
undoubtedly sacrificed to finance. Boom-reconstructed mills were 
largely financed by the aid of loans ; some offered by the banks, 
and the rest by private investors. Recently I have been privileged 
to examine the financial position of many firms ; and, from what I 
take to be a good sample of the whole 250 reconstructed firms, I 
estimate deflation to have added £50 millions to their financial 
burden. Expressing everything in goods values, it appears that 
loanholders have had in repayments already 63-6 per cent of the 
original loans ; yet the outstanding loan remains at 32-6 per cent 
more than the original loans. Meanwhile they have enjoyed interest 
nominaUy at 6 per cent, but in real values 10-25 per cent. In the 
same way the gradually increasing bank overdraft has appreciated 
by 50 per cent, whilst the real interest paid is at 8-6 per cent.* 

However much we may question the basis of this calculation, loan- 
holders and the banks have undoubtedly derived a great advantage. 
The shareholders" loss of £50 millions on the same account actually 
exceeds their present indebtedness by about 40 per cent, whilst 
nearly twice the amount of yam has to be set aside to pay for 
interest charges. Consider what that item alone means in adding 
to costs of production and in diminishing exports. 



Money Control and Industry. 

Another deflation burden, affecting all interests in the cotton 
industry, has been its interference ■with long-term credit business, 
upon which the merchants and shippers are much batter informed 
than I am. As has been said, '" the healthy development of 
industrj' requires as an indispensable condition the reliable and 
stable purchasing power of money." This requirement has been 

• The proportions of loan money and mortgage for the single mill in the 
previous chapter are not the same, but the aggregate burden is just 
about the same. 
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notoriously in conflict with the needs of the international money- 
changers, whose first concern has been the return to the gold standard 
and the fixation of rates of exchange. Whether London should 
again become the money exchange mart of the world, or whether 
British industries should prosper, have been the alternatives these 
past few years. In arriving at a decision the usurers have prevailed 
over the manufacturers. Who are to blame ? The Government, 
I think, for its false idea of values, the banks for their short-sighted 
self-interest and their indifference to the welfare of industry, and 
the industrialists also for their political ineffectiveness. 



Excessive Charges in Respect of General Services and 

Supplies. 

There are other causes of costs disparities which I shall consider 
collectively under the heading of the cost of Uving. Whereas 
the Wholesale Index of Prices now stands at about 44 per cent 
above pre-war, the Retail Price Index stands at 66 per cent above 
the pre-war level. Directly, through the wages of the operatives 
ajid the salaries of management within the miUs, this is an 
additional cause of high costs. It influences, too, the prices of 
all supplies and services upon which the industry depends. The 
means whereby the cost of living remains so high are the excessive 
remuneration in national and local services, the price rings and 
other trade agreements, monopoly combines, safeguarding and 
protecting of minor industries, subsidies for new industries — one 
or other of which applies to aU sheltered industries, professions 
and public services, as well as to the retailers. By these adventitious 
aids large sections of the community (though by no means the 
majority) have been enabled to evade the war burden and to thrust 
their share upon the staple industries. Are the basic industries 
meekly to lie down to these injustices ? Are they to leave the 
sheltered interests in possession of advantages that destroy the 
balance in productive enterprise of the whole nation ? I assume 
that they will not, and I propose now to carry this assumption 
to its logical conclusions. 

The Staple Industries and the Burden of War. 

A question out of the foregoing considerations arises that all 
staple industries might well ask of the nation. For their future 
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guidance, as well as to clear up the present situation, it is imperative 
that they should have a definite answer. The key question is — 

" Are we to understand that investors of capital and labour in 
the staple export industries mil in the future be called upon to take 
up the burden of all wars, whilst other sections of the community will 
be allowed to escape practically scot free ? " 

The nation's answer to this question depends largely upon 
whether it accepts the view that this has been exactly the outcome 
of the last war. It may deny that such is the case ; but if it rightly 
apprehends the true significance of the following overall indications, 
its truth wiU be accepted. The first is the uneven distribution 
of wealth that has been greatly exaggerated since the war. The 
second is the vertical fracture in the social structure, with capital 
and labour on the one side dangerously depressed and capital 
and labour on the other side comfortably, where not extravagantly, 
well off. When it is realised that the only prosperous industries 
(a few luxury industries excepted) are those enjoying, at the expense 
of the general public, monopoly advantages of some kind, i.e., 
out of price rings, trade agreements, trusts, subsidies, and safe- 
guarding or protection, the dangers of the present regime of 
privilege should surely be apparent. Further, as the wealth of 
the weakening staple industries is not leaving the country, one 
is driven to the irresistible conclusion that it is going to the 
privileged interests. 

There are those who appear to know nothing about the inter- 
dependence of things, and who will continue to be the advocates 
of privilege in the belief that they can rule by privilege. Their 
propaganda appeals to the class of mind that accepts a proposal 
on its advantages, and is constitutionally incapable of exploring 
the disadvantages, if the latter are at all obscure. They are those 
who ask " What are the benefits ? " without ever inquiring " Who 
pays ? " Amongst them are many greatly advertised self-styled 
patriots who nevertheless, through some moral or mental kink, 
are incapable or unwilling to promote the nation's welfare except 
through their own. Should this attitude of mind prevail, the 
answer to the key question will be Yes ! Then, without going into 
the long chain of causation and effect, it is easy to see that export 
industries would be discouraged. It is certain in consequence 
that the population-carrying capacity of the country would be 
diminished, the rate of improvement in the standard of life would 
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be slackened, and the production would be hampered of the 
reserves of wealth that mean prestige, power, ajid security. (Only 
one good thing would arise out of this understanding, and that 
would be that no bellicose poUtician in future would ever have a 
moment's peace from the attacks of the prospective war victims, 
namely, the export industries.) These consequences are not mere 
suppositions, for we have examples in what is happening now 
before our very eyes. Is it not plain fact that, whereas for every 
capital issue in the minor and luxury industries there is a scramble, 
credit for the staple industries is deficient ? Is not the flow of 
labour in the same direction, where it is not into the ranks of the 
unemployed 1 Is not our productive capacity, relative to the 
new sources of power and of control, lamentably low 1 Is not 
the country (under present organisation) revealing an incapacity 
to carry its population ? Is the country showing signs of being 
capable of paying ofi its dead -weight debt and of creating the reserves 
of wealth required for the next emergency ? Has it not lost power, 
prestige, and security 1 

National Disequilibrium. 

It is commonly asserted that we now have reached a state of 
post-war stability and that aU interests must set about adapting 
themselves to the existing conditions, it they have not already 
done so. If this is stability, it is a perilous stability ; for adaptation 
is sheerly impracticable for many vitally important sections of 
the community, and such problems as unemployment and the 
destruction of national resources in the staple industries are not 
solvable. The whole organisation of the country was puUed 
askew by the war, and has been puUed further askew since ; and 
before there can be reasonable hope of curing the national iUs 
the machinery required to restore the balance must be set in 
motion (Figure 2). 

This can be illustrated diagrammaticaUy. Let us take the 
line AB as representing the pre-war balance in production. I 
have drawn it to represent 6 in. in length. Now let us suppose 
that the prosperity, equipment, and population supported at each 
point along this line be represented by a vertical line, say 4 in. 
in length. I have put in only the end ones. Then shall we say 
that the population supported by the whole could be represented 
by the areas of the rectangle, namely, 24 sq. in. We have now to 
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find out what happens when the balance is destroyed. Let us 
drop the point A (as in the second diagram) in order to represent 
the depressed industries, and elevate the point B as representing 
the prosperous sections of the community. To simplify the 
illustration let us take the new line AB as at an angle of 45 deg. 
to the old line. Again, we erect verticals of 4 in. from A and B, 
and calculate the area of the four-sided figure. It is now only 
16 sq. in., though the sides remain at 6 in. and 4 in. Because 
the rectangle has been pulled askew, its area is diminished. In 





FiGTJKE 2. 

the same way the economic structure of the nation is now askew ; 
and, accordingly, its production per head is less than it ought to 
be, and the population it can support at a proper standard of life 
is less than the actual population. Under present organisation 
we have probably 4 millions of unemployed with their dependents 
for whom the country is not properly providing. 



Favoured Treatment and Compensation for the 
Burdened Industries. 

To those who consider it outrageous to caU upon one part of 
the nation to meet the cost of war and equally intolerable to allow 
the other part to derive profit out of the national emergency — 
and they are, I believe, the large majority of the people — the answer 
to the key question will be an emphatic No ! They will go further, 
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I trust, by proposing favoured treatment and compensation for 
the unfairly burdened industries, in order to restore balance and 
to save as much, as possible of the threatened national resources. 
With respect to favoured treatment for staple industries, our former 
allies and enemies have shown striking examples. Germany 
repudiated its internal war debts — for the flight from the mark and 
its revalorisation on the gold basis amounted to that — and thereby 
carried injustice to the other extreme of sacrificing all other 
interests to industry. With the franc stabiUsed at about 120 
to the £, France has repudiated practically four-fifths of its war 
debt. Whatever injustices were here involved, neither country 
has exhibited such crass stupidity as to imperil its basic industries, 
the source of its future wealth and power. France, moreover, 
has expended no less than 73,525,000,000 francs upon restoring 
agriculture and the industries to the devastated areas. Is not 
the war destruction of a market for English goods as much the 
concern of Government as the destruction of equipment ? 

The pertinence of this question may be better realised if we 
refer again to the tree illustration. In this I have shown there 
are three essential parts to industry — the roots in the national 
structure, the equipment for processing and distribution, and the 
market. No part can function without the other two. French 
industries in the war zone had their equipment blown to pieces. 
English export industries had their markets partly blown away. 
As time has shown, the damage to the latter was no less serious. 
Is there not, then, just as good reason why British export industries 
should have at least favoured treatment by the British Government 
in building up their markets as the French industrialists have had 
in restoring their equipment ? For the principle of compensation 
there are precedents nearer home. The railways were awarded 
a grant of either £50 or £60 millions in order to make good the 
wear and tear of permanent way and of stock during the war. 
Then over £20 millions were wastefuUy expended upon the coal 
industry — wastefuUy because the money was devoted to a wrong 
purpose. The National Reform Union Year Book, on page 34, 
gives a Ust of subsidies and bounties in connection with 1 3 different 
projects, one of which is the miUion subsidy to Empire cotton 
growing. The contract to pay over ten years about £32,000,000 
in an attempt to establish a new and obviously profitless sugar- 
growing industry is another. Then we have the disguised subsidies 
in the form of protection and safeguarding for minor industries 
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that suffered nothing comparable in the war. How many hundreds 
of miUions, besides, have we spent in keeping men out of employ- 
ment, and in extensive road building and housing ? Without going 
now into the rights and wrongs of the above Government aids, and 
on the assumption that the State should make compensating 
investments in order to restore balance to the nation, the main 
point to decide is where the dose of assistance will prove most 
productive. Which are the industries whose improvement will 
enhven the whole interdependent economic structure ? The 
answer is the staple export industries, and especially the industries 
that specialise in exports. To apply the dose elsewhere would 
be Uke starting at the middle of a chain in attempting to coil it 
up. The effort wiU be largely wasted. One must start at the end ; 
and at the right end of the chain he the staple export 
industries. 

Recommendations to the Cotton Industry. 

I shall preface my recommendations with the remark that, 
to my mind, nothing like commensurate help has yet been offered 
to the distressed elements of the cotton industry. No inquiry, 
whether conducted by the Government or by any of the pohtical 
parties, has issued a comprehensive and well-informed report ; 
and it is conceivable that the terms of reference permitted, from 
such sources, would hardly touch the core of the trouble. The 
industry therefore had better not rely on outside assistance in 
devising a complete scheme of reconstruction, and should at least 
insist on placing the full and uncensored facts before the general 
pubUc. There are further dangers in the offing, and it behoves 
the industry to take immediate action against them. One year's 
further extension of safeguarding, for instance, would probably 
wipe out all the advantage promised in rating reUef. 

As perhaps you no doubt already suspect from the tenor of 
my discourse, I am in favour of no half measures. The past few 
years have clearly shown that it a programme is not comprehensive 
enough, if it does not begin at the roots or is otherwise inadequate, 
it must prove impracticable. My recommendations to the 
industry in seeking adequate State aid are therefore as follows : — 

(1) The cotton industry should frankly realise that the economic 
dislocation due to the war has been far greater than has been at 
any time thought, and that the harm done by the combined powers 
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of the whole nation during the war will not be remedied by the 
separate exertions of individual industries or of isolated firms. 

(2) The industry should accept the principle that the forces 
behind restoratives should be commensurate with the forces involved 
in the damage. 

(3) The industry should abandon the idea that it is a good bargain 
to promise no interference in Government in return for no 
Government interference in business. It should realise how much 
this tacit understanding is responsible for the present state of 
affairs, in that it has absolved the governing authorities from aU 
responsibility in national reconstruction and has also distracted 
the attention of the basic industries away from that imperative 
need. 

(4) The industry should see that it has adequate representation 
in Parliament. In order to assure this, it must again become 
poUticaUy conscious, and adopt a strong fighting poUcy against 
trade restraints of aU descriptions. 

(5) The distressed elements of the cotton trade should set 
up a special committee to estimate the financial assistance reqxiired 
to repair the damage of deflation and to formulate a claim on the 
nation. 

(6) A combined committee of the whole trade should carefully 
define the function of the cotton industry, in the national economy, 
and its relation to the other sections of the community. 

(7) The cotton trade committee should invite all the staple 
industries to foUow the same course, and to take part in a general 
conference at which reconstruction proposals attracting the greatest 
common measure of agreement may be defined. 

(8) This conference should consider national policy in respect of 
(a) Trade restraints of all kinds, including monopohes, 

price rings, trading agreements, protection, and retail 
margins. 
(6) Retrenchment in service expenditure, armaments, and 
the civil services. 

(c) The National Debt and the control of currency. 

(d) Unemployment. 

(e) Peace and international relationships. 

They should then bring their conclusions to the notice of the 
general public and of the Government. 
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(9) This conference should insist on the immediate tackling 
of the long-deferred problem of national reconstruction. 

(10) It should form a National Reconstruction Party, either 
under the a>gis of one of the parties in politics, or, attracting support 
of members from aU parties, by organising a nucleus of its own. 

(11) It should inaugurate an educational campaign among the 
workers, shareholders, and employers in the staple mdustries 
on the common cause against unfair and unwise exploitation by 
other sections of the community. 

(12) The cotton industry and aU other staple industries should 
see that the next election is fought out on the practical economic 
needs of the moment, and that they pull their fuU weight in the 
cause of sound reconstruction. 
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Rational Developments in the Organisation 
of the Cotton Industry. 



THERE is a school of thought that attributes the troubles 
of the distressed staple industries solely to inefficient 
organisation, in those industries, and that finds the only 
hope for their recovery in Rationalisation. In my previous paper 
on " State Aid for the Cotton Industry," arguments were given 
to show that the first need in rationalising the staple industries 
was to rationalise the nation as a whole ; for the nation itself 
was over- capitalised and burdened with debt, uneconomic in costs 
of management and general service, ni-balanced in the highest 
degree, still labouring under economic misconceptions induced 
by the unreaHties of the war, and generally unfitted to meet post- 
war conditions. Inefficiency in the industries concerned was not 
responsible for the lost export trade, except to a comparatively 
small extent. Exports had fallen because the nation's costs of 
production were too high and because the nation had lost the 
efficiency and balance that alone could keep it uniformly progressive. 
Sheltered, protected, and monopoly interests had contrived to 
secure for themselves a higher standard of remuneration than they 
had enjoyed before the war, by thrusting their share of the war 
burden upon the staple industries. The latter were depressed, 
largely because they were actually oppressed ; and, as usual, it 
would be the victims of oppression who must themselves destroy 
the causes of oppression. To bring about a radical change in national 
policy, with respect to staple industries, was their primary concern. 
Were special consideration now denied to them, first, it would be 
to condone the grossest injustices — ^a moral issue of perhaps minor 
importance — and, secondly, it would be to destroy a great deal 
of the nation's capital resources and to condemn a large percentage 
of its man power to lifelong idleness — ^major considerations that 
the nation could not ignore. 

87 
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This resume of the former paper is required herein, because 
the nature of developments required to meet altered circumstances 
in the cotton industry itself must obviously depend upon whether 
the State is to co-operate or not. Without co-operation, the 
desperate phght of the industry wiU rather worsen than improve ; 
and organisation then can only be designed to mitigate sufferings 
with no hope of relieving them altogether. It is hardly believable, 
however, that the cotton industry and other staple industries 
will supinely submit themselves much longer as sacrifices in main- 
taining other sections of the community in affluence ; and, in 
deciding what are rational developments in the organisation of 
the cotton industry, we must assume some co-operation. 

With such enormous practical issues at stake, the pursuit of 
inquiries into internal reorganisation calls for the utmost caution 
and for judgment on sound principles. First, with respect to the 
advantages held oat for particular forms of reorganisation, we 
should be careful to distinguish, from the commonly adduced 
examples in other industries and countries, just what is due to 
systematLsed organisation, and what to special monopoly advantage, 
or to other adventitious aid. Dear-goods monopoly advantage 
is out of the question for the cotton industry and we must, therefore, 
beware of drawing conclusions from " monopoUsm " in masquerade. 
Of authenticated rationalisation in the form of cartels, subject 
to world market conditions, it is also important to distinguish mere 
expectations from actual results ; for the early accounts of the 
Stevenson rubber control scheme, and of other price-fixing agree- 
ments in the world markets, might lead us to deny plain common- 
sense with respect to cotton organisations of the same Idnd, whilst 
the actual results have a salutary effect to the contrary. Having 
then attached the indisputable benefits to authentic rationalisation, 
it is next to decide which of the various forms will best suit the 
circumstances of the Lancashire cotton industry. Because one 
form has suited a foreign industry, it does not necessarily foUow 
that the depressed elements of the cotton industry could sxiccessfully 
adapt it. Among the several world cotton industries there are 
remarkable dissimilarities to consider in both native environment 
and in the market for their goods ; and in judging the prospects 
of adaptation in this, as in any sphere of research, it is a good rule 
to study differences. 

Studjnng differences for any industry must commence with a 
study of markets, for demand is the final arbiter in deciding the 
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nature of the industry's product, which in turn decides the general 
lines of organisation required in producing that product. An 
organisation supplying a low-quality, mass-production product, 
for example, is unlikely to suit where the market demands a greatly 
varied luxury range of products. 

Tlien what is rational in the organisation of medium-section 
spinners must largely depend upon the nature of their relations 
with other branches of the trade, which combine with the nation 
to decide the environment in which the spinners have to work. 
Just as the cotton industry, to fulfil its purpose in the national 
economy, must first rationalise its relations with the rest of the 
community, so the distressed spinners must rationalise their 
relations with the rest of the industry. Either with or without 
the co-operation of other branches of the trade, they require to 
restore the old parities in processing and service charges throughout 
the iadustry ; and ia as far as other branches are unwilling to 
conform to necessities, the spinners must accordingly spread their 
function outside spinning. 

Then were the spinners' representations to the State and to 
complementary interests withia the trade all successful, they must 
stUl explore the possibilities of combined efEort ; for the reasons 
that the war damage has yet to be made good, and that the war 
burden, however fairly shared, must remain a serious handicap. 
These factors are not reconcilable except advantage is taken of 
every possible economy in their own particular purchases, processing, 
and sales. 

To analyse the general considerations above outlined in their 
minute details requires much more time and space than is here 
available, and it is, therefore, my intention only to remark upon 
the major factors. 

Rationalisation Abroad. 

The contrast between the impoverished American-section spinners 
and their prosperous German and Japanese competitors has been 
explained as due to the fact that the latter are rationalised whilst 
the former are not. A great deal too much, however, has been 
claimed for the foreigners' alleged superior organisation ; and ,' 
if we closely examine the circumstances, purposes, and special 
opportunities of the respective industries, we shall find a score 
of other and vital differences. The way in which foreign States 
have favoured their export industries with special facilities contrasts 
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strongly with the way in which export industries, in this country, 
have been saddled with special disabilities. Currency control 
since the war in Germany, for example, has reUeved the German 
industries of great indebtedness to their own countrymen, first, 
by wiping out their own debt Uabilities, and, secondly, by the 
general reUef to industry from the repudiation of the German National 
Debt. Though German industry has 2,500,000,000 marks to 
produce each year on account of Reparations (say £125,000,000), 
British industries have almost three times as much to pay as 
interest on the British National Debt ; whilst their personal 
debts in the form of running credit have been doubled, merely 
by the course of currency control in this country. German industry, 
free also from the burden of armaments, contrasts most favourably 
with industry in this country. The Japanese cotton industry, 
has a protected home market and subsidies on its exports — both 
at the expense of the Japanese population in general. As explained 
in earlier papers, it has also greatly benefited in the past decade 
from the high world-standard of prices for cotton goods, which 
meant inevitably the displacement of finer by coarser goods in 
the poorer markets of the world. Thus the emphasis laid on their 
methods of organisation, as accounting for their prosperity, has 
been erroneous. It has also been most harmful ; for it has kept 
Lancashire spinners exclusively intent upon their own resources 
and has distracted their thoughts from external hindrances to 
export, recovery. 

Rationalised British Industries. 

Neither is it correct to attribute the prosperity of rationalised 
concerns in this country as much to the nature of their organisation 
as rationalisation propagandists do ; nor, of course, in these times 
of most unequal opportunity, is it fair to judge the merits of different 
kinds of organisation merely by their prosperity or adversity. 
British concerns that have improved their organisation these past 
ten years or so, and prospered, have invariably enjoyed, in addition, 
preferential treatment either of their own or of the Government's 
making. The chief factor in their prosperity may be the monopoly 
thej' have managed to secure or the tariff bounty that has been 
granted to them by protective duties. Then the big banking 
amalgamations have had a virtual monopoly of consideration on 
currency control, which in the course of the past ten years has 
doubled their real wealth. The railways, though the most striking 



Rational Developments of the Cotton Industry. 91 

exponents of rationalisation, have not similarly prospered, because 
they have been deprived of monopoly advantages, by road transport 
development. All, however, it is desired to conclude from this 
last example is that rationalisation in itself is no panacea for the 
maladies of industry if outside circumstances are unfavourable. 



Special Considerations for the Medium-section Spinners. 

The dominant factors in outside circumstances for the medium - 
section trade are, first, the balance in the national economy, secondly, 
the purchasing capacity of its customers abroad and, thirdly, the 
productive efficiency of foreign competitors. What the American 
section cannot afford to do, with a vast equipment in being and 
with probably 90 per cent of its essential markets overseas, is to 
dictate to its customers, who are, generally, on the poverty line. 
Not only has it foreign competition to meet in the same class of 
goods, but there is the more dangerous competition of the cheap 
coarser goods. The lowering of costs and of selling prices are, 
therefore, the essential objects of whatever reorganisation is 
considered. The advice of Richard Cobden, in his speech in the 
House of Commons, 8th March, 1849, to the landlords and the 
farmers of the country, is at the present time again singularly 
appropriate. 

" Thirty years ago," he said, " th^ manufacturers and merchants 
of this country had to go through precisely the same ordeal as you 
(the landlords and the farmers) have now to go through. Many 
of you will remember what a revuUion there was three years 
after the war in every article of manufactures. Why, a great 
number of people were then ruined by the losses which they 
sustained through the stocks which they had on hand. But 
what occurred gave rise to a totally different description of trade — 
a trade aiming at a large production and small profits ; and 
let me tell you for your encouragement, that, from 1817 up to the 
present time, the fortunes made in manufactures and commerce 
have not been realised by selling at high prices, but almost every 
successive fortune has been made by selling at lower prices, but 
in larger quantities. Now there is abundance of scope for you 
to carry out the same thing. . . . Don't dream- of high prices 
again." 

This advice will be sound to the end of all time. Organised 
effort now must be for costs-reductions and reduced selUng prices 
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in the foreign markets ; and it must, therefore, be for expansion, 
not curtaibnent. Curtailment means self-frustration and self- 
destruction. 

"Dreaming of profits at existing or higher prices has been the 
bane of Lancashire this past decade. When, two years ago, the 
Lancashire spinners were told that amalgamation in curtailing 
production was rational, many believed it ; and the Cotton Yam 
Association attempted to put the belief into practice. Though the 
firms involved in this attempt naturally kept their eyes on the 
prospect of profitable margins, they realised, after a time, that 
they were actually moving away from their goal and at length 
abandoned the efEort ; but it was not before much ground had 
been lost. Its operation was incidentally a godsend to the nation's 
foreign competitors, who took full advantage of Lancashire's partial 
retirement from the market. 

Gombination to Reduce Costs. 

Amalgamation for mass purchase, standardised production, 
and mass sales now holds the rationahsation field ; and it is 
undoubtedly a move in the right direction. In seeking the means 
of reducing costs, however, the mind of the trade is still inwardly 
turned ; and no pressure is being put by the trade upon the 
Government and other external interests to reduce external 
costs-raising factors. What is specially due as part compensation 
for eight years of rating and deflation anomalies is at least, from 
the Government, cheap finance. This is undoubtedly due in 
equity ; but it is even more necessary, for the resources and the 
security of the whole community are endangered. 

Supposing finance is satisfactorily adjusted, great caution is 
desirable in determining whether or not, or in what degree large- 
scale standardised production is best likely to promote export 
recovery. Some authorities say, " Look at Japan ! Can you 
doubt that huge combinations are not the most advantageous 
also for Lancashire ?" If we judge on the similarities between 
the two industries, namely, that both manufacture cotton goods 
and serve the Asiatic markets, there can be no hesitation in agreeing. 
If, however, we consider the particular relations between Lancashire 
and its customers before the war ; the special nature of its services 
in supplying highly-individual tastes in clothing ; the profits it 
then derived from that superior capacity ; the possibilities of 
having fair consideration from the State and from other sections 
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of the community ; and, above all, the possibilities of recovering 
trade by driving out coarser with better class fabrics, and thus 
reversing post-war tendencies, it becomes more difficult to decide. 

There is undoubtedly the utmost necessity for all the economies 
that amalgamations can secure in purchases, processing, and 
sales. Is it, however, necessary for these purposes to have amalga- 
mations of elephantine proportions ? Are there not as good, if 
not better, prospects for smaller, handleable groups, with better- 
matched units, with management more mtimate and sensitive, 
with greater fluidity and adaptability, and, by the individuality 
of their products, more capable of entering and treading the 
mazes of the A.siatio markets ? I sometimes wonder, in this 
connection, whether those who are so eager and pressing with their 
mass production schemes, would be willing to accept the pre-war 
organisation of the Lancashire cotton industry as rational. If 
it is right to judge by results, there is no doubt but that it was 
eminently rational. We must not forget, moreover, that mass 
production and standardisation were then nothing new to 
Lancashire. In 1913 it was just over a century in advance of 
that discovery ; and it was then reaping the stUl greater fruits 
of large-scale specialism. Individual cotton industrialists might 
not be uniformly perfect in their practice of the imderlying 
principles, yet the industry was undoubtedly evolving on- the 
right lines ; and the whole organisation in its balance, adaptability, 
sensitiveness to market requirements, and in its progressiveness 
was far in advance of anything either this country or the world 
can even now show. Never was there a force of competition 
so strong as that obtaining amongst the several units within each 
branch of the trade ; and never, in consequence, was there so 
complete a monopoly in the classes of goods they produced. Theirs 
was a cheap-goods individual-service monopoly, which it was the 
despair of foreign producers to break. To adopt, then, the 
measures now proposed would have been in some respects a retro- 
grade move ; for standardisation must significantly diminish 
individuaUty of service to the consumer. To repeat, there were 
inefficiencies and abuses, but it would be wrong to condemn the 
system on account of them. 

These considerations, notwithstanding, and though the high 
average level of processing efficiency stiU remains, something must 
be done to counteract the radical changes in environment that 
the war and the nation have imposed. No longer can the spinners 



94 Lancashire Betrayed. 

depend upon complementary interests in the trade to render the 
probity of service, of which they were once so well assured ; neither 
do the old equitable relations exist between themselves and the 
nation at large. These are no times, in consequence, for unprotected 
large-scale specialism in spinning. As at present constituted, 
moreover, spinning organisation is neither powerful enough nor 
wide-enough spread in its activities to fight the first difficult stages 
in the campaign for trade recovery. During fourteen years of 
war and post-war confusion, their complete dependence upon 
related interests and their obsession with their own private concerns 
have left them practically defenceless against exploitation. They 
have been in need of a watch-dog, authorised with the fullest 
powers, and that omission it sliould be now their first step to repair 
in rationalising their organisation. More power should be given 
to and more expected from the Master Cotton Spinners' Associations. 

With respect to amalgamations of spinning firms, it may be 
unwise to abandon entirely the aim of recovering their old class 
of trade, to mass-production ideas. Granted that they can cause 
the selling-prices of medium-quaUty goods to approach again 
pre-Avar parities, the old class of trade will almost certainly prove 
the more remimerative. I base this opinion on the beliefs that if 
man miiversally seeks to express his own individuality in anything, 
it is in his clothing, and that when he can, he is only too ready 
to pay for that satisfaction. You may standardise his house, 
his food, and his transport with impunity, but his shirtings and 
other articles in his personal apparel are an entirely different matter. 
Great practical issues, even in commerce, sometimes depend on 
just such vague intangibihtie.«! as this ; and it is one consideration 
that the cotton trade can least afford to despise. 

I have already discussed the fallacy of surplus capacity, which 
has done so much harm in drawing the industry away from the 
difficult but only path towards recovery ; and I fear there is an 
equally dangerous fallacy lurking behind the ideas of mass 
production and standardisation. The fallacy is that the old 
consumers have lost their taste for superior Lancashire products 
in the low and medium-count trades. Is it not, however, unwise 
to come to this assumption when Lancasliire these past fourteen 
years has been unable to deliver her products at reasonable levels 
of price ? When the prices of cotton goods are disproportionately 
high, in comparison with the prices of the conmiodities produced 
by Lancashire's customers, is it not the logic of plain simple 
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arithmetic that low-quality cottons •wtII displace her higher quality 
goods, that Japan, in other words, will capture some of Lancashire's 
trade ? That being the present position, is Lancashire to imitate 
Japan, or does its salvation depend on recovering something like 
the traditional quaUty trade ? In my judgment there i^ no 
hesitation in deciding on the second, and, therefore, in i)referring 
a number of smaller to a few large combinations. 

Internal Obstacles to Trade Recovery. 

There are still to discuss the great obstacles to bulk trade 
recovery due to excessive charges by complementary interests 
in the trade. Some of the latter have combined to form dear-service 
monopolies which require attacking with the utmost resolution. 
There is, however, a basis of conciliating interests, which from 
the short-sighted point of view may appear divergent, if all should 
unite against national impositions. Against obstinately recal- 
citrant units of the trade the spinners may stiU find it necessary 
to threaten the creation of competitive units, and thus cause their 
opposition to be withdrawn. Just as in the turmoil of the war 
and post-war years, interests outside the trade have acquired 
undue advantage, so have interests inside. With the spiimers' 
vigilance relaxed, for example, an adverse interest seems to have 
increased at Liverpool. In the war and the boom years, the spinners 
were ready to take any cotton rather than none ; and the 
consequence has been that the cotton standards level has depreciated, 
and especially so in regard to staple length. Grade standards, 
of course, have been universally accepted ; but we have it on the 
most reUable authority that Ig'g in. cotton in America becomes 1| in. 
in crossing the Atlantic. Here, in contrast with foreign cotton 
manufacture, is perhaps a penny per lb. increase in yam costs, 
which might be saved by direct purchase in the American cotton 
fields. I am not one, however, to underrate the services of 
Liverpool to the cotton mdustry. Far better would it be for 
everyone concerned if Liverpool would look forward to the 
possibilities of an increased LancasJiire consumption of, say, a 
million bales, and if, towards this object, it would voluntarily 
co-operate in costs-reduction for bulk trade recovery. This would 
require an all-round reduced remuneration to pre-war parities 
as calculated per unit bale. If it would thus show readiness to 
share in the hazards of the industry it serves, I believe it can still 
best do Lancashire's buying. 
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Then Manchester and Liverpool interests in the futures market 
are not exactly identical. Those that know the harm done to 
trade by fluctuating prices will perhaps agree that the three con- 
ditions Manchester needs in this respect — to vary the old aphorism 
— are " Stability, stability, stability ! " ; whereas, if Liverpool 
is inclined to raise any chorus on the subject, it is, " Oh ! let things 
be hvely, lively, lively ! " An exercise of the long view by 
Liverpool brokers, however, will establish a real identity of interest 
in the recovery of lost trade which comes before every other 
consideration ; and Liverpool may in consequence set about 
making excessive futures speculation impossible. Two-year futures 
contracts would undoubtedly help to smooth out the undesirable 
high and low extremes in cotton prices. 

Bleaching, finishing, and dyeing monopolies, backed by the 
chemicals and dyestuffs monopolies, external to the trade, are 
obstacles to the spinners' recovery, which, if they wiU not co-operate 
in all-round costs-reductions, should be fought tooth and nail, 
both in Parliament, on the broad general principles, and in the 
industry itseK by organising units in competition. Conciliation 
and co-operation, inspired by the long view, however, wiU mean 
the quicker and more certain recovery. 

With respect to merchanting, and recollecting the post-boom 
bankruptcies amongst merchants and the departure of foreign 
shipping houses, it is certain that the industry has not now sufficient 
live contacts with the world markets to stimulate bulls; demand. 
Combinations for this purpose are, therefore, desirable. Bulk 
trade developments will also depend upon greatly extended facilities 
in the supply of cheap, long-term credit, which the spinners should 
unite in asking from the Government if the banks prove 
unenterprising. 

Of all short-sighted monopoly abuses, the worst is that in which 
British shipowners subsidise foreign export trades at the expense 
of British export trades, by charging them greatly reduced 
freightages. The country that accepts this state of things with 
complacency must surely be verging on imbecility. It is, however, 
only on a par with a host of post-war anomalies. 

.Combination for Specific Objects. 

In rationalising interrelationships within the trade and remedying 
deficiencies and abuses and it the duty is forced upon the spinners 
themselves by the non-co-operation of other branches of the trade, 
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the setting up of competitive units, each with a specific object, 
will probably meet requirements best. Once the medium-section 
can again produce goods worth advertising, i.e., not only of good 
quality but cheap, Mr. Edgar Ashworth's advertising scheme, for 
example, might best renew the old contracts in the Asiatic markets. 
The alternative, of the horizontal amalgamations spreading their 
function vertically (except perhaps in the direct purchase of cotton 
and mill supplies) has the objection of probably rendering organisa- 
tion unwieldly and insensitive. Combination for set purposes 
will, I thiak, be economical, assure the indispensable reforms, 
and yet keep spinning amalgamations free from exploitation. 



Salaries and Wages. 

My last words are on the question of salaries and wages in the 
industry. When it is only the reduction of costs that makes 
possible any connected and purposive scheme of rationalisation, 
the remuneration of management and labour cannot be ignored. 
What is imperative is that the amount of money added to costs 
on this account must be reduced to pre-war parities ; and that 
is why I put so much weight on reducing the cost of living as essential 
to national reconstruction. What we have to safeguard for the 
worker is the standard of living. If, instead, we concentrate on 
the amount of the wage, he is Just as likely to suffer as to gain. 
With respect to the war-victory fallacy, which leads investors 
and workers for salaries, fees, and wages throughout the country 
to imagine that better than pre-war conditions are equitable, 
whereas they can only be preserved by destroying the depressed 
industries, it is necessary to ask, " Is labour playing fair by 
labour 1 " as well as, " Is it right that capital in the sheltered 
industries should despoil capital in the depressed industries ? " 

When we read of skilled mechanics in Austin's motor works — 
an industry protected at the expense of the coal, cotton, and other 
basic industries — averaging £8 a week for 44 hours, and equally 
skilled colliers at the coal face earning barely £2 a week, and 
cotton spinners earning little more, is it not possible that the 
affluence of the one is made by the deprivation of the others 1 Is 
it not comparable with the fact that the big dividends of the motor 
company shareholders are made partly at the expense of the coal 
owners and cotton spinners 1 There are thousands of anomalous 
comparisons of this kind to be made, all illustrating the vertical 
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fracture through the horizontal layering of the classes, with capital 
and labour, at the one side, deriving profit out of capital and 
labour at the other side. It would, therefore, appear desirable 
that the unions, representing the depressed industries, should 
approach the unions, representing the more prosperous sections 
of the coramunity, and ask whether some effort could not be made 
to balance remuneration at an average level. Then as regards 
wages in the cotton industry, my personal sympathies are with 
the workers in their refusal to consider wage reductions except 
the whole problem of reconstniction, of rationalisation, be 
thoroughly tackled. In the latter case, however, they would 
be Ul-advised both for their own sakes in the future, as well as 
for those of their children, if they permitted the money wage 
level to act as a drag on recovery. Wages at the cost-of-living 
level for a full-working week, with future prospects of improvement, 
would be far preferable to the inevitably increasing distress, if 
things continue as they are now going. 

National reconstruction, the rehabilitation of staple industries, 
and the cure of unemployment demand from every section of the 
community .some real sacrifice in immediate self-interest, as an 
investment for future prosperity and security. 



The Textile Machinists and the Depressed 
Textile Units. 

As every hole and comer within the confines of the textile 
trade itseK has been explored these past few years, ia the 
somewhat desultory researches for remedies for the depression 
of certain sections, it was certain that the prospects of reUef out 
of machinery improvements would attract attention. In this 
direction, naturally, the textile machinists have led the way, and 
the fact that their efforts, from at least one point of view, have 
been successful is almost daily before us in the patent lists and 
the textile journals, which constantly yield an almost embarrassing 
profusion of valuable ideas and inventions. The more the pity 
is, therefore, for the sake both of the machinists and of the depressed 
elements of the trade, that the latter can make no greater use of 
them. 

One may safely assert of machinery exhibitions that scarcely a 
stand is without its new and ingenious contrivance, capable of 
advancing eEficiency, some means of speeding-up production, of 
economising in power, or of improving the quality of the product. 
Of these improvements, the distressed elements of the trade have 
been insistently advised, throughout the depression, and yet there 
is no sign of appreciable relief from this source. 

In this connection the machinists are like the costs' accountants 
and other efficiency experts, who are expounding the merits and 
methods of scientific costings, factory administration, miU amalga- 
mations, and marketing. They are aU concerned with the idea 
of reducing costs in the production of goods for the export trade. 
To reduce costs, and where necessary, margins, throughout the 
trade so that the depressed elements may work profitably, with 
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the prices of medium-quality goods at something Hke pre-war 
parities, is the first necessity. Adequate costs-reductions, however, 
present a stupendous problem and, indeed, one impossible of solution 
if any cause of high costs is neglected. Lancashire delivery prices 
are still at pence per pound above the price that the old class of 
customers, for medium-quahty goods, can afford to pay. The 
scanty earnings of the Indian peasants have not increased as the 
prices of cotton goods have done, and trade is proportionately 
reduced. What machinery improvements can do in this respect 
is, at most, to reduce costs by sixteenths of a penny per pound. 
AU the efficiency measures combined in spinning and weaving, 
however, wQl not compensate for the high costs imposed upon 
the whole industry by the nation, and for excessive margins in 
other branches of the trade. 

The principal reason why the depressed section of the industry 
does not take advantage of the ma.chiaists' aid is obvious. The 
owners of mills are engaged in too precarious an enterprise to risk 
further investments. Their capital resources, moreover, are rapidly 
diminishing ; and, even when they are interested, they are not 
in the position to buy. Without almost a revolution in ideas, 
as to the causes of the depression, and a corresponding change 
in the scope for reUaf measures, the majority of the depressed 
firms are definitely without hope. They at present lie under 
externally imposed burdens that must be removed before they 
can help themselves ; and the question for the machinists is whether 
they should assist in reUeving the spinners' burdens. 

This question they will find by no means easy to answer, and 
their chief difficulty will He in the fact that they themselves are 
in a small measure responsible for the burdens. To remove them 
will entail some slight, if but temporary, sacrifice of machinists' 
advantage. Weighing the pros and cons, however, should bring 
the scale down on the side of the depressed interests. Were the 
machinists to regard the alternatives before them as instancing 
a bird in the hand being worth two in the bush, there would, of 
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course, be nothing to expect from them ; and the depressed elements 
would have to fight the battle without their aid. Happily, however, 
the world and its business has not been run on that old adage. 
Intelligent foresight has always influenced the calculations of 
mankind and prompted an ever-increasing temporary sacrifice 
as investment for future profit. This latter is the kind of self- 
denial that the machinists, along with many other subsidiaries 
to the textile trade, may now exercise on behalf, first, of the 
primary producers, but with certain ultimate benefit to themselves. 

Before specifying the kind of investment the machinists might 
make, a few explanatory remarks on the rights and wrongs of the 
present position and on future possibilities are desirable. Things 
before the war were very dififerent from what obtain now. Then 
the whole country was reasonably prosperous, and all branches 
of the cotton trade were, to say the least, progressing satisfactorily. 
The shock of the war destroyed the foundations of our economic 
life and brought much of the peace-time structure down about 
our ears. The dislocation, during and following the war emergency, 
shattered our basic industries, and left our sheltered interests 
and minor industries practically unscathed. 

Even from the victors the war exacted enormoiis penalties, 
and it was soon unmistakably evident that those who would have 
to suffer most, in the natural course, would be the basic industries. 
Yet the war emergency was a national one ; and, in equity, it 
should have been the first care of the Government to see that 
these industries were relieived as much as possible. The practical 
consequences of neglect of that duty, namely, in persistent and 
increasing unemployment and in the destruction of immensely 
important national resources, now show that an even sharing of 
the burden was not only equitable, but was also a vital necessity. 

Instead of relief, however. Government has conspired with 
sectional interests to make the burden more crushing. The 
maldistribution of the war burden has been aggravated since the 
1920 boom period, rather than moderated. How to evade the 
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war burden has exercised the organisation ingenuity of the 
community ; and in the absence of Government restraint, and 
even with its connivance in some instances, the evasion has been 
effected in numerous ways. Since 1920 there has been great play 
in passing on the war burdens from one section of the community 
to another, until they have finally reached those that can neither 
prevent their imposition nor pass them on. Generally speaking, 
the last in the line are the export trades, and, more particularly, 
they are the branches of those trades that, by the inconvertibility 
and the amount of their equipment, are completely dependent 
upon bulk exports. 

This is not the occasion to dwell in detail upon the means 
employed during the past eight years in handing the burden on. 
Briefly, they include the deflation of currency, by which all lenders, 
whether to governing authorities or to industries, have more than 
recovered what they have paid in taxes ; the fixing of higher 
than pre-war fees, stipends, salaries, and wages, according to the 
various classes of the community in which such agreements are 
engineered ; amalgamations for the purpose of retarding the 
natural fall in prices accompanying deflation ; monopolies, price 
rings, and other trade understandings for the same purpose ; the 
retention of war-inflated notions as to reasonable margins on 
turnover, and agreements amongst retailers to keep up retail 
prices ; the enjqyment of fortuitous advantages in the luxury 
trades, due to the unbalanced distribution of wealth, which as 
time goes on increases instead of diminishes ; and the help of 
such adventitious aids, in securing monopoly advantages, as 
protective or safeguarding tariffs. For those favourably circum- 
stanced, the burden may be passed on by any one of these measures ; 
but it is not thereby extinguished. 

Excluding those that know exactly what they are doing and 
that also have powerful influence with the Government, the privileged 
interests can hardly be blamed for making use of these advantages. 
The fault lies in the opportunity offering at all — ^that is to say, 
with the Government. What inducements can be offered to bring 
the machinists to forego their special advantages ? 

Down to the present time the textile machinists of Lancashire 
have obviously been under no compulsion to bestir themselves 
seriously on behalf of the distressed elements of the trade. The 
depression has not been universal ; and, even at the high level 
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of prices for machinery, there has been a relatively good demand 
from abroad. In Lancashire itself, the Egyptian section has been 
sufficiently well ofE to show a keen interest in machinery develop- 
ments ; and the new artificial silk industry also has required an 
enormous amount of new equipment. Nevertheless, checks to 
these outlets are bound sooner or later to arise. Moreover, the 
textile machinists, though secure themselves, can hardly have 
viewed the gradual weakening of the American section without 
misgivings as to the final effect on their own future. It must 
also be a constant source of irritation and disappointment to know 
that the branches of the trade most obviously ia need of their help 
are incapable of buying their machinery. 

Comparisons with pre-war rates of spindleage expansion will 
broadly indicate what the possibilities might be, in machinery 
sales, were the cotton industry restored. 



Spindleage, Great Britain. 

1910— March 1 . . 53,729,982 1924— Feb. 1 . . 56,724,000 
1914— March 1 . . 65,971,501 1928— Feb. 1 . . 57,101,000 



Average increase 

per annum 560,000 94,000 

That the foreign markets for machinery are not altogether 

compensating for this loss is revealed by the world spindleage 
figures : — 

1910— March 1 . . 133,421,000 1924^Feb. 1 . . 158,023,000 

1914— March 1 . . 144,704,012 1928— Feb. 1 . . 164,979,000 



Average increase 

per annum 2,821,000 1,739,000 

The amounts of new machinery purchased are not, of course, 
faithfully depicted in these figures, for the replacement of new for 
old machinery should properly be taken into account. Even 
on this precautionary note, however, it seems safe to assume that 
the present prosperity of the machine trade is nothing like what 
it might enjoy. 
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For those machinists and general suppliers, also, who derive 
much of their income from the repair and maintenance of mill 
equipment, the amount of short-time running is an additional 
cause of potential loss. According to the International Federation 
statistics, the section spinning American cotton averaged 7-355 
weeks' stoppage in the half-year ending July 31, 1928, and during 
the same period 54 mills, with 2,790,648, spindles, were completely 
stopped. This is the result of a vicious inward spiral of circumstances 
in which the cumulative effects of the war burdens are to increase 
costs, to reduce trade, to increase short time, again to increase 
costs, and to reduce trade, and so on. The machinist can, of 
course, recuperate himself in some degree, for reduced business, 
by making higher repair charges ; but that reaction (when adopted 
by all similarly-positioned interests) is merely to wind the spiral 
tighter, and eventually to destroy the source of income. 

These, broadly, are the considerations that might well justify 
the machinists in supporting the claims of the depressed spinners 
and weavers, should the latter decide to make them, for some sort 
of compensation or relief. Their help, however, could not be granted 
unconditionally. The usefulness, for example, of any personal 
contribution they could make towards reducing mill costs would 
very largely depend upon the granting of relief simultaneously 
by aU advantaged interests, both within and without the trade. 
Experience has clearly shown that reliefs applied singly are merely 
absorbed by other privileged interests ; they do not get out to 
the consumer ; trade, therefore, is not increased ; and they are 
rather a hindrance than a help. That the spinners and weavers 
should guarantee an adequate organisation against such possible 
waste of reliefs, therefore, would be the second condition. 
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A Man Smitten with a Palsy. 



Dr. : " You look in a bad way." 

J.B. : " Aye, doctor. This wretched arm doesn't improve, and 
my right side's losing all its fl^h. I'm not exactly comfortable 
anywhere, in fact. Even my head's queer." 

Dr. : " I see you are completely run down. What treatment 
have you had ? " 

J.B. : " Well, I've consulted the noted sjiecialists and tried 
their prescriptions. But some say this and some say that, and 
amongst them they have me fairly dazed. Then an old woman 
recommended a soothing syrup, which I've taken on and oflE for 
years." 

Dr. : " But what are those things doing on your Umbs ? " 

J.B. : " Oh ! Those are the new-fangled slave bangles. They 
told me they would bring me luck, but they don't seem to be doing 
me much good ; and I've made up my mind that I won't have 
many more of them. Somehow or other I don't think they are 
right in principle." 

Dr. : " Then why not remove all you have on already ? And 
it would do you no harm, also, if you reduced the fat on the other 
side. . . ." 

" Hm ! You must get rid of those fatuous bangles ; and I shall 
then send you for a special course of massage. That wiU soon 
put you in good trim." 

J.B. : " No ! No ! doctor. I couldn't do that. Not all at 
once. I've worn them so long, I'd miss the pretty things." 

(See Cartoon, page 106). 



National Economic Questions and the Cotton 

Industry. 

THOUGH the depression in the staple industries of Great 
Britain is commonly attributed entirely to their own 
deficiencies, it is chiefly due to special war injuries — which 
should have been the first care of the Government to mitigate — 
and to mismanagement of the nation's affairs since the war. 
National organisation, during the war, lost the coherence and 
balance indispensable to economic progress, and the country has 
made no deUberate effort to restore them. On the contrary, by 
errors both of omission and of commission, it has actually widened 
the war-created disparities and has thus rendered the initial problem 
even more serious and involved. That, in a sentence, is the general 
reason for the still-poor outlook in our staple industries, despite 
the elapse of a full decade since the end of the war. 

The national environment in which the several depressed 
industries now attempt to function is, in many respects, directly 
opposite to that in which they developed ; and it is one which, 
before the war, would undoubtedly have prevented their develop- 
m^ent. The environment is composed of the essential services 
provided by the nation at large for its industries ; and its suit- 
ability is measured by their cost and quality. For an unsubsidised 
export industry, these services must be distinguished by high 
quality and low price ; otherwise, the products of the industry 
must lose their attraction for the foreign consumer. When all the 
external connections of the medium-section cotton trade were 
rendering appropriate service — as they were before the war — the 
industry was progressive ; now that they are pUing up excessive 
costs and charges and in themselves making the final product 
dear, trade is inevitably lost. However much they struggle in 
these unfavourable circumstances, the distressed spinners must fail 
in securing adequate reUef. To bid them adapt themselves is as 
unreasonable as it would be to expect fish to adapt themselves 
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after draining off the water from their pond. For the latter the 
only possible hope of survival lies in replacing the water ; so for 
the former, recovery depends — ^for its initial impetus — upon restoring 
an environment of cheap service. 

These external costs-raising factors are the principal subject 
of the present article. Though they are to be studied and provided 
for nationally, they are of supreme importance to every business 
man in Lancashire who has regard both to his own private purse 
and also to his stake in the common weal. They have been dealt 
with in such ways, during the past decade, as to drive industry 
deeper into depression. For this, cotton industrialists are partly 
themselves to blame, because they have underrated their importance 
and have left them to others to solve. Their cumulatively adverse 
influence, however, grows more evident every year, and it is no 
exaggeration to urge in favour of their study that greater disasters 
threaten because of them. These factors, moreover, injure and 
concern the whole trade ; and it is in countering them that we 
may discover the long-sought basis for common action, in costs- 
reductions, and thus reconcile the apparently divergent interests of 
its various branches and sections. 



The National Disequilibrium. 

In appreciating the present position it is desirable first to recall 
to mind both the general nature and the extent of the unfair 
burdens that have pressed so overwhelmingly upon the basic 




FlQtJKB 1. 



industries and that are, also, the causes of the present disequilibrium 
in the national economy. The most recent conception we have of 
what a well-balanced State is like, was that which obtained before 
the war. Though by no means perfect, the pre-war organisation 
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was at least progressive and practical ; and, as between industry 
and industry, there was mutual compatibility. For the sake of 
present contrasts, let us take the line AB (Figure 1) as representing 
both the aggregate pre-war remunerations for the various main 
divisions of the national economy, and the balance that then 
obtaiaed. At A we might have the coal industry, at C the civil 
services, and at B the banks. Then the line XY may be taken to 
represent the inflated remuneration (wages, salaries, fees, margins 
on sales, dividends on investment) of the years about the end of 
the war. Now, if the aggregate net social income of the whole 
nation is at present no greater than before the war, as Sir Josiah 
Stamp has computed, then an equal spreading of the war burden 
throughout the nation would leave remuneration at somethiug less 
than the pre-war level in all sections of the community, say on 
the line DE. As we all know, however, the remuneration of many 
sheltered interests has remarkably increased over the pre-war 
standard ; and it naturally follows that others bear the double 
burden, plus the extra remuneration enjoyed by the favoured ones. 
How have these anomaUes arisen 1 

The first contact of the nation with the economic reaUties of 
post-war conditions came with the slump ; and it was the staple 
export industries that first made contact ; for it was their energies 
that had been diverted from normal peace channels in supplying 
the needs for war. By their losses these industries were at once 
compelled to accept, if they did not exactly recognise, the fact 
that the war-scales of remuneration were fictitious. Eight years, 
however, have elapsed since the slump, yet in all Government and 
municipal services, in banking, in monopoly interests and in 
sheltered industries generally, ideas of what is fair remuneration 
have departed little from war-inflated notions. As they still cling 
to advantages derived out of the exigencies of the war, they can 
only do so at the expense of exhausting the primary producers, 
upon whose productivity, after all, all sections of the community 
depend. 

Thus, already in 1921, the line of general remuneration had 
assumed a tilt with the export industries, at the one end, compelled 
to accept the inevitable consequences of the war, in the dislocation 
of the nation's economic Ufe, and with many sections of the com- 
munity, at the other end, under no such obligation. We still had 
our war profiteers, great and small ; and the position then may 
be represented by the line GY, with the national burden of lost 
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markets shown as the depressing weight 1 (Figure 1). Block 2 
(Figure 2) stands for Grovernment and mimioipal service remuneration 
in excess, which is exemplified by the following figures for Post 
Office expenditure. Wages and salaries for this department now 
stand at nearly £37,000,000 per annum, as compared with nearly 
£17,000,000 before the war, though fewer are employed— 191,625 
against 208,900 — and though the present cost of Uving is only 
66 per cent above the pre-war level. Spread over the whole of 
primary production, this single discrepancy amounts to very Uttle, 
but along with many similar impositions the aggregate is consider- 
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able. They go to swell the figures of national and municipal 
expenditure to totals of almost incredible magnitude ; of which 
the former has increased from £195,000,000 in 1913-14 to 
£818,000,000 in 1927-28, whilst the latter is now £4 2s. Od. as 
compared with £1 18s. lid. per head of population before the war. 
They also represent an improved standard of remuneration, which 
a war-encumbered nation cannot afford, and which, if it contiuues 
indefinitely, must end in completely exhausting the industries that 
are using up their capital resources in meeting the expense. 

Various other factors since the boom have caused the level of 
remuneration to tUt further, yielding definite loss to industries at 
the depressed end of the scale, and corresponding profit to those 
at the other end. By far the most disturbing of all factors (with 
the war interference with markets the possible exception) has been 
the effect of deflation, which, siuce 1920, has halved the money 
value of both stock and equipment in the heavily-capitalised 
industries, most seriously interfered with bulk trade, and, above 
all, has doubled their real indebtedness to their creditors, thus 
depressiag the point G imder the block 3 (Figure 2). Measured in 
depreciated currency values for the 250 reconstructed and refloated 
American-section mills, for instance, the burden has thus been 
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increased by about £50,000,000. Expressed in goods values, these 
mills on the average have already repaid their loans and their 
mortgage ; and, had it not been for deflation, they would probably 
now be financially sound. Monetary pohcy has so affected them, 
however, that their present indebtedness, as a burden on production, 
is just as great as it was originally. A large percentage of the 
farmers who established themselves in the boom as owners of their 
land, with mortgage assistance, has been treated in the same 
fashion. In exactly counterbalancing proportion, deflation has 
enriched those with fixed incomes, those with loan investments, 
and those whose business it is to supply trade credit ; so that 
defiation has been tantamount to confiscation, by one section of the 
community, of another section's property. For the same reason, 
money loaned to the nation about the end of the war, amounting 
to about £8,000,000,000, is now double the burden upon industry 
that it was when the loans were incurred ; and the £350,000,000 
paid annually as interest are now twice as difficidt to earn. 

Block 4 illustrates the effects of the rating anomaly. For nine 
years the depressed industries have borne practically the whole of 
the expense of excess unemployment due to the war. Simply by 
avoiding the old industrial areas, new industries have enjoyed the 
advantages of manufacturing in Great Britain, whilst evading the 
heaviest of national burdens on costs ; and the combined effect of 
this disparity has gone further to tilt the liae of remuneration. 
The reUef promised late in 1929 of three-quarters means to an 
100,000 spindle American-section miU a reduction of from £1,500 
to £2,500 per annum ; and were we to take the annual excess paid 
these last eight years, on this basis, we could thus account in each 
mill for £12,000 to £20,000 of its present overdraft indebtedness. 

Finally, by organising and strengthening monopolies, price-rings 
and other trading and professional agreements, many interests 
have found means of preventing the war burdens from interfering 
with their own scales of remuneration. All are decidedly better 
off than they were before the war ; and they have secured this 
advantage by keeping up the prices for their products and services. 
The basic industries, whether they have had to pay directly for 
dearer supphes and services or indirectly for them, through the 
eiiect of the cost of living on labour costs, have eventually to bear 
the full brunt of this burden also ; so that the block 5 evaded at 
the Y end of the scale has actually rolled down to the ottier end, 
thereby further depressing the basic industries. 
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As for the staple export industries themselves, though they 
were helpless to prevent the war emergency from temporarily 
destroying their foreign trade, they have unwisely neglected matters 
of prime importance in their fight for trade recovery. Relying 
upon the Government and the banks for fair deahng in currency 
control, their trust has been betrayed, and because they have 
confined themselves to their own businesses, they have been helpless 
also against the impositions laid upon them by sheltered interests ; 
whilst in the very nature of their relations with world markets it 
has been impossible to pass their burdens on. Such, too, will 
remain their helplessness whilst they restrict their inquiries and 
activities within the confines of their own trades. 



National Reconstruction. 

Now it is important for the depressed industries to realise that 
no industrial inquiry, unless conducted by their own representatives, 
is likely to stress these causes of continued depression. For this 
reason it appears imperative that primary producers should them- 
selves come purposefully together and themselves devise a national 
reconstruction programme. In thus repairing a serious omission, 
it is especially for the American-section spinners to lead the way, 
for they (with the mining community) are in the most desperate 
case, and have most to recover. 



Monopolism. 

First, with respect to trade restraints of aU kinds, organisation 
ingenuity these past eight years has been increasingly fixed under 
the respectable cloak of rationalisation on deriving monopolistic 
advantages out of the post-war turmoil. Adversely affected 
interests, instead of combating monopoly formations through the 
legislature, have sought themselves also to escape their war burdens 
in the same way ; and even the staple export industries have been 
tempted. Thus to condone the spread of " monopolism " was most 
certainly ill-advised ; and more especially because it has con- 
tributed towards establishing a regime of privilege, which even 
the Government is now encouraging and promoting. Safeguarding 
is thus now the liveliest, most venomous and potentially the most 
dangerous of a pernicious brood of trade restraints, all of which 
must be scotched it the depressed staple industries are to have a 
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chance of surviving. This is one plank in the platform for our 
basic industries, namely, that " monopoHsm " is permissible under 
only the one form that establishes itself, against the force of free 
competition, by renderiag better services. In this respect the laws 
against trusts and trade restraints in general require both amplifying 
and stricter enforcing. 



Currency Control. 

Industry has, in finance, an indispensable and excellent servant, 
but a bad master. Like most other interests, the financial interests 
have looked to their own benefit, in taking advantage of the post- 
war confusion, and have neglected their responsibihties to the 
estabUshed staple industries. Deflation was urged and conducted 
first by the banks, with sole heed to the interests of finance, and 
secondly, by statesmen and other interests, who were either them- 
selves ignorant of the consequences upon industry or were culpably 
neglectful of the needs of industry. Deflation, without compen- 
sating devices, meant the embarrassment, and, indeed, the 
destruction of staple industries and the corresponding enrichment 
of financial interests. Had it been accompanied by an upward 
revision of taxation on profits and income, and had the proceeds 
been utilised in compensating the staple industries, deflation could 
have been rendered impotent to aggravate the national disequili- 
brium and to bankrupt industry. Without these precautions, 
untold harm has already been done, and correspondiag adjustments 
should be made now, for, though late in the day, it is better late 
than never. If artificial compensation cannot be devised, there is 
the automatic process of inflation, back again to 1920 values, with 
revalorisation at that level, which would undo the greater part of 
the harm already done. There are obvious objections to such a 
course ; but the objections to bankrupted mills, flooded mines, 
empty blast furnaces and shipyards, and to a million and a half 
unemployed are more obvious stiU. 

The return to an honest (sic) currency upon which the financiers 
of the country pride themselves has been a most dishonest course 
from many points of view. First it was engineered by interests 
who themselves were to benefit, namely, those in possession of 
depreciated currency, the appreciation of which has enormously 
increased their hold upon real wealth. For the thousands of 
millions of depreciated money loaned by themselves to the country 
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and to industry about 1920, they are to receive eventually a pound 
for every ten shillings' worth. That is not an honest return. From 
the point of view of the debtor it is a reckless excess of generosity 
that leads to destruction. Who pays ? The National War Debt 
is a burden, especially upon industry, which, without any com- 
pensation, has besides to shoulder the excess burden of its own 
appreciated debt. 

To criticise the post-war control of currency on the principle 
that our financial authorities owe a duty to industry is perhaps 
to set an impossibly-high and quite-unreasonable standard 
of morality in politics and finance. (Yet it is an indispensable 
condition to the division of labour that such responsibilities be 
either respected or enforced.) If they are indeed the guardians 
of industry, then they have betrayed their trust. In this connection 
the pronouncements of our bankers upon the industrial situation, 
these past few years, have not been without a touch of dissimulation. 
" Sufferings experienced, but conditions noticeably improving," is the 
strain of comment frequently used as applying to the coimtry as 
a whole, just as though all sections of the community were sharing 
alike in the national trials and difficulties. That is sheer humbug. 
As we all know, the suffering lies entirely with one-half of our 
business organisation ; whilst all improvement rests with the 
other. To the destructive burdens upon our basic industries there 
is no relief. Other interests have never ceased enjoying comfort 
and prosperity. The banks and the depressed American-section of 
the cotton industry afford a contrast in this respect, that can be 
duplicated in any pair of related interests with, the one, a basic 
export industry and, the other, a sheltered or monopoly interest. 
Whilst cotton mills by the score have been closing down, the banks 
remaia unprecedentedly prosperous. Barclay's, for instance, has 
regularly paid dividends of 10 per cent per annum on its A shares 
and 14 per cent on its B shares throughout the depression. The 
District Bank, operating locally, this year distributes its 18^ per 
cent dividends — -the tenth in succession, with bonuses in addition. 
Were industry freed from unfair burdens, no one could reasonably 
begrudge the prosperity of the banks. Such evidence of national 
well-being, if not derived at the expense of industry, would be 
more than welcome. The banks, however, have not borne their 
share of the war burden, and their shareholders have enjoyed the 
extraordinarily one-sided advantage of deflation. The same 
currency control that has double the real value of their dividends' 
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has handed over to them the assets of the American-section 
reconstructed mills lock, stock and barrel. Had the financial 
authorities known the inevitable effects of deflation on industry, 
we should here have had an example of wholesale confiscation 
such as the country has not witnessed since the times of the Stuarts — 
of whom one for his own depredations lost his head and another 
was glad to clear out of the country. Who, then, we may ask, 
should decide which is sound policy in national finance ? Are the 
banks to be left in autocratic control of currency as though by 
divine right ? Can industry afford to leave it to politicians who 
are incapable of guarding their interests ? Does not industry 
need at least to set a watch over its own security 1 



Revenue. 

Another vital question in national fijiance appertains 
to the principal and interest charges of the war debt. In this 
connection it appears especially necessary, even at this time of 
day, to point to the fallacy that victory in the war meant prosperity ; 
for it is one of the war illusions that still persists. The war, if 
the burden had been equitably shared, must have entailed suffering 
for a time in every section of the community. Whilst to lose the 
war meant ruin to the rentier class in late enemy countries, to 
the same class in this country victory brings no complete exemption 
from suffering ; and, if they enjoy exemption, then they may be 
sure that others are suffering on account of their advantage. To 
this class, naturally, Income Tax is the bugbear. Nevertheless, 
it was originally devised as a means of meeting the cost of war, 
and, as such, was and is infinitely more bearable than either the 
loss of the war or the capital levies to which our forefathers had 
to submit in the times of the Plantagenets, Tudors and Stuarts, who 
were granted their tenths and fifteenths for war purposes by their 
parliaments. To destroy the means of production in meeting the 
war burden is suicidal. Those industries best capable of producing 
wealth, in developing the national resources, should rather be 
encouraged. The war burden should, therefore, appear as a charge 
upon profits and not as a charge increasing costs of production 
and diminishing productiveness. War taxation that increases the 
cost either of raw materials or of labour is fundamentally unsound. 
More especially, also, is it radically unfair to the staple export 
industries whose trade, in any case and in contradistinction from 
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sheltered interests, must be seriously injured by war checks upon 
international commerce, and whose recovery depends primarily 
upon selling their goods and services at low prices. Post-war 
Budgets, on the whole, have not conformed to this principle. 
Whereas indirect taxation has increased, direct taxation has 
diminished, and that in despite of the fact that the national indebted- 
ness is inappreciably reduced from the maximum for the year 1920. 
The National Debt remains at about £7,500,000,000, yet revenue 
collection out of Income and Super Taxes has fallen by almost a 
quarter, i.e., from £394 mUhons in 1920-21 to £300 miUions in 
1926-27, whilst Excess Profits Duty in the same period has fallen 
from £219 to £4-5 miUions. Taxation reliefs in this direction are 
popular, but premature. We have to face the post-war burdens 
courageously or suffer worse burdens. Evasions are cowardly ; 
and when they are only made possible by increasing indirect 
taxation, they are also destroying the chances of recovery for the 
distressed industries. Recognising also the undoubted advantages 
of deflation in raising the real value of income, steeper grading of 
taxation upwards on income and profits might be the more 
stoically accepted. This woidd be not only more equitable in 
effect but it would relieve struggling industries, for whose sake the 
readjustment of taxation is absolutely indispensable. Surely, here 
also is a matter that our leaders of industry can hardly afford to 
ignore. 

War. 

After the experiences of the last 14 years it should not be 
necessary to urge that war is a primary interest to the business 
man. One of the undoubted causes of war is that certain private 
interests can derive profits from war. Nations, as a whole, however, 
must always suffer ; and it is clear that, without careful provisions 
to the contrary, the chief sufferers must always be the staple export 
industries. Though war embarrasses financial interests also, they 
generally find means, nevertheless, to recoup losses. The Rothschild 
fortunes, for example, were largely built up out of subsidising war ; 
and though that family, with its internationally- widespread interests, 
is now perhaps a great instrument for peace, there are always other 
rising houses desirous of making their wealth in the same way. 
The interests of finance are thus not the deterrent of war that they 
might be. In this connection, the basic industries of all nations 
have common grounds of action against the recurrence of the wars 
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that destroy them. To prevent them altogether, whilst the world 
remains full of unrequited national grievances, is perhaps too 
much to hope. Yet they may at least assure additional support 
for peace. The fundamental idea, of course, is to render it impossible 
for private interests to profit from war, and especially for those in 
belligerent coimtries. Though the means must be difficult to 
devise and to apply, the objections are not nearly as powerful as 
is the inducement to try. If, for instance, all nations were to 
enter into solemn league and covenant to conscript, at the outbreak 
of any war in which they should engage, not only man-power but 
also goods, equipment and finance, the practical consequences, in 
the approaching contingency would, I believe, be largely to make 
war impossible. Finance knows no narrow patriotism ; and its 
flight at the first threat of war would prove a great restraint on 
government bellicosity. This is a point, however, for the League 
of Nations ; and the war-suffering industries of all countries might 
make it. In this movement they would probably have the full 
support also of the middle classes, to whom, if we may judge by 
the defeated Central Powers in the last war, defeat means complete 
ruin. 



Armaments. 

If the war possibility could be made remote, the armaments 
problem would solve itself. The existing anomaly, however, in 
which depressed British industries are compelled to protect 
relatively prosperous cotton, coal and iron and steel industries in 
Germany and France, deserves some comment. A wise dog, they 
say, goes into seclusion after a desperate fight to lick its wounds 
and recuperate. It does not parade about, still bleeding and 
further exhausting its already depleted reserves of strength. Great 
Britain in this respect is not so wise ; for it is keeping up a show 
of strength, at the expense of destroying its basic industries. The 
powers that be seem blind to the fact that the strength of the 
Navy rests in the industries that build up the reserves of the nation's 
wealth. What use is it to construct a giant mailed fist, if the 
hand and arm inside the gauntlet are too weak to wield it ? That, 
virtually, is the present position in Great Britain ; and it is foolish 
to blind ourselves to the fact. How long, we may ask, could our 
fleet be kept at sea in full fighting trim, with land and air forces 
in addition, on a scale comparable with the last war effort ? There 
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are those who imagine that we could go on indefinitely ; but they 
are those, also, so prone to forget that the nation in the last war 
was not living on what it was producing, but mainly on long- 
accumulated reserves of wealth and on national credit. The nation, 
indeed, showed remarkable endurance, and was still going strong 
three years after gloomy prophets had foretold collapse ; but then 
complete exhaustion was imminent. Having in mind the rate of 
exhausting reserves in that war, and having regard also to the 
present weakening industrial position, it is highly probable that 
one year of a new war on a world scale would strain endurance to 
breaking point ; and it is obvious that the country would barely 
survive another disastrous victory. We have also to remember 
that what destroyed the former great empires of the world was a 
succession of costly conquests. Whilst the prospects of war are 
remote, it is therefore imperative to give our industries breathing 
space to recuperate, and therefore to cut down armaments 
expenditure to the minimum. 

From the pure militarist standpoint also, we may derive another 
cogent argument for present relaxation from armaments effort and 
for special efforts to restore our basic industries. It is that present 
armaments will certainly be outdated by the year 1938 ; and with 
Germany or any other possibly-pugnacious power free, presumably, 
to renew the race in armaments, the productivity of the basic 
industries will then decide the strength of the respective fleets. 
The richer and better-industrialised country will obviously have 
the greater surplus energy and wealth to devote to armaments, 
and the greater will be its power, therefore, on air, land and sea. 
Reserves of wealth and healthy industries capable of conversion 
to war needs are, therefore, prior considerations to present war 
effectives ; and the sacrifice of industry now is surely not the way 
to secure them. These are points upon which, I believe, the staple 
industries are also best qualified to speak ; and their views are 
certainly to be preferred, whether as those of practical men or as 
patriots, to those of any dilettante jingoist. 

Rating. 

The rating question is distinct from other causes of depression, 
in that considerable relief is certain within the next twelve months. 
To look this one gift-horse in the mouth may appear ungrateful ; 
but the distressed industries may be well-advised to do so. There 
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are several considerations upon which they can lay emphasis. 
First, it is desirable to inform the Government that though rating 
relief is welcome, it is, nevertheless, only one of a number of reliefs 
that are considered urgent and essential. Secondly, there is an 
accumulated rates burden, which is now universally acknowledged 
as unfairly imposed ; and retrospective compensation in some form 
or other deserves consideration. They might quote the example 
of an American-section mill averaging serious loss these past eight 
years and being compelled to borrow £10,000 to £20,000 for excess 
rates, thus accounting in part for its present overdraft of, say, 
£200,000. In this form the rating burden becomes an expensive 
prime-costs factor, through interest charges ; and it appears the 
least the nation can do to offer the recompense of cheap finance. 
(The argument for the same relief against deflation impositions is 
no less pertinent and proper.) Thirdly, rating relief will only 
touch the fringe of the unemployment problem, even when 
concentrated. Further special relief, therefore, to prosperous 
industries which, in the low-rated areas, have already had up to 
eight years' advantage at the expense of the depressed industries, 
is neither economical nor equitable. Further, the present measure 
of de-rating, though it removes some anomalies, leaves others just 
as harmful. For the depressed industries it is almost as important 
that the anomalous distribution of the rating burden, over the 
whole country, from the point of view of the householder, should 
also be removed. It is imperative that their nominal wage costs 
should be reduced, and, therefore, that the cost of living for their 
employees should be brought down. For these reasons, it seems 
to me, the Liberal Party's de-rating scheme should have the stronger 
appeal for the staple industries. Not only, I think, is it more 
practical, economical and sensitive in apportioning relief where 
and in the amount actually due, but it is also certain to lower the 
cost of living in the distressed areas. 



Safeguarding. 

Those that have patiently traced the final effects of protective 
tariffs will know that the extra profits made by the protected 
manufacturers go eventually to increase the costs of producing 
export goods, and, therefore, to reduce export trade. The protective 
tariff, in fact, finally resolves itself into what is practically a tax 
on exports. If the export trades, in retaliation, were to demand 
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of the Government a 30 per cent bonus on the c.i.f . prices of exports, 
there would be widespread uproar ; but that proposal would be 
no more unsound and inequitable than the protective tariff upon 
imports, which yield to home producers the corresponding bonus 
on their sales. The Lancashire cotton industry, so greatly depen- 
dent upon the export trade, should especially be up in arms at the 
present time, therefore, against the rapacious protectionists. 
Every advantage gained by the latter adds to the difficulties of 
recovering the lost cotton trade. Neither should it remain longer 
quiescent under the burden of the key industries. The fine chemical 
industries are protected ostensibly as a national security measure, 
but only the users of chemicals and dyestuffs bear the burden. 
If special help is still necessary — and judging by their prosperity, 
that I beg leave to doubt — all sections of the community should be 
called upon to share the burden ; and the protective tariff should 
give place to a direct subsidy. It is a poor lookout for the country 
however, if, after all this time, the chemical industry is not efficient 
enough to be self-supporting ; for the country will be in a dangerous 
case in the next war if it has only a molly-coddled industry to rely 
upon — one inferior to that supplying poison-gas to a prospective 
enemy. As the cotton export trade is seriously hampered by the 
Mgh cost and sometimes inferior quality of British dyes, all cotton 
interests are specially concerned in removing this obstacle to export 
recovery. 



Unemployment . 

According to the demand for their products and services, there 
are three main groups of activities employing the bulk of the 
nation's workers ; and there are three corresponding schools of 
thought on how to tackle the unemplojnnent problem. There are 
the staple export industries (cotton, coal, engineering, shipping, etc.), 
which very largely depend upon the foreign consumer. There are 
the home industries (agriculture and the minor industries), which 
depend upon the home consumer, and naturally, of course, upon 
whether the staple export industries are prosperous or not. Thirdly, 
there are the development industries and services (housing, roads, 
and so forth), whose activity ultimately depends upon the general 
progress of the community. The corresponding schools of thought 
in respect of remedies are, in reverse order, first, the school that 
would set aside large capital resources for national development ; 
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secondly, the school that concentrates all its attention on relieving 
and subsidising agriculture and on safeguarding minor industries ; 
and thirdly, a school which, if it were loud enough in its advocacy, 
would be heard to urge the absolute necessity of special consideration 
for the staple export industries. For the last the slogan is : " Save 
the Staple Industries ! " 

Now there are special reasons why national development schemes 
should be used as an alternative source of employment in times of 
industrial readjustments- and depression. Idle workers mean a loss 
to the nation, both economically and morally ; and it must be 
eventually accepted in this densely-populated country, where rapid 
changes in manufacturing developments are indispensable to 
progress, and where the same progress necessarily involves temporary 
economies in the use of labour, that it is the duty of Grovernment 
to provide useful and remunerative employment on national develop- 
ment schemes for the temporarily-dispossessed workers. This duty 
especially devolves upon the Government at the present time, 
when war disturbance has not only destroyed the balance of industry 
and interfered with our export trades, but has also led to the 
raising of barriers to the free flow of labour throughout the world. 
In the economic sense, moreover, it is necessary to remind ourselves 
that the degradation of its manhood means serious loss to the 
nation. Whilst there is wealth to make in national development, 
let the unemployed have the opportunity of making it ; but at 
the same time it is not inconsistent to urge that the just claims of 
the distressed industries should be likewise met. The two types 
of remedies are complementary, not antagonistic, and the two 
schools of thought should work hand in hand. Because recovery 
must necessarily be slow in the basic export industries, alternative 
means of emplojrment must be provided ; but, at the same time, 
these industries require help, or they will not recover. Sound 
international and national policies, promoting the maximum increase 
in international commerce, are of course for them a sine qud nan ; 
but they also need aid in a more concrete form. 

Nothing, since the misapplied subsidy to the coal industry, has 
been said of financial aid for the staple export industries ; yet 
hundreds of millions have been spent on relief for the unemployed. 
As much more has already been spent on national development. 
Then the second school of thought, which seeks artificially either 
to sustain or to create miaor industries, and does so either by indirect 
subsidy, in the form of safeguarding, or by direct subsidy, does 
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not hesitate to spend money in support of its theories. There are 
the £32,000,000, for example, on which the country is practically 
committed in the attempt to establish sugar- growing in this 
country ; though it is now acknowledged that the money will be 
wasted, because the industry wUl die out as soon as the subsidy 
ceases. What, however, I wish to emphasise from these examples 
is that the country has already exerted enormous efforts and 
invested incredible sums in its unemployed. Is it not time, therefore, 
that the country applied itself to preventive expenditure as well 
as to remedial expenditure ? When a pipe leaks we have to see 
about repairing the leak as well as about mopping up the water ; 
and it is imperative that the leakage of workers out of the basic 
industries be stopped. Further leakage, however, is certain from 
these industries if, in the first place, they continue to be used up 
in supporting an artificial prosperity in other sections of the 
community, and i£, in the second place, they are not healed of the 
injuries already committed upon them. 

How much more effective and advantageous also to the country 
would be the sugar subsidy of £32,000,000 it it were applied instead 
to the relief of the financial burdens imposed upon the cotton 
industry. Whereas for sugar manufacture the equipment itself 
had to be supplied, in the cotton industry there is a vast and valuable 
equipment in buildings, machinery, organisation and personnel now 
lying idle and awaiting, in vain, the cheap finance that is the first 
essential in reorganisation. The wheels of production are ready 
to run, the workers are trained and effective ; there is only the 
lubrication to apply. Why, then, should the country deny 
" reparations " to the cotton and other oppressed industries, which 
are of proved capacity in providing work for the multitude and in 
meeting the needs of the foreign markets ; which can offer hopes 
of permanent employment ; and which, above all, can alone stop 
the leakage of workers ? 

The chief objections may be traced to an erroneous conclusion, 
which is widely accepted, relative to the prospects of these industries. 
Some authorities, either defeated by the causes of industrial depres- 
sion or unwilUng to face unpopularity in favoured quarters, have 
somewhat inconsiderately taken refuge in the belief that the staple 
industries are done for, at least to the extent of their present loss of 
trade. Into this warp of hasty assumption has been woven a weft 
of fallacious deductions which has established the fabric of national 
indifference to the fate of its staple industries— an indifference 
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of course, which varies in intensity from a scarce- veiled antagonism 
to an attitude of sympathetic but still inadequate helpfulness. The 
theory that the present war-created surplus production is per- 
manent, obscures the whole outlook. It lies like an impenetrable, 
noisome fog in the way to scare the cotton industry, especially, 
off the road to sound reconstruction ; to justify Hi-conceived 
experimentation with the organisation of the industry itself ; and 
to subject it to the still- worse dangers of revolutionary changes 
imposed, from without, by extremist and unpractical politicians. 

With reference to surplus capacity, I have not minutely studied 
the coal industry, for which, on surface appearances, the theory of 
prolonged surplus capacity seems certainly to have basis in fact, 
and for which it is probable that outlets must be found elsewhere 
for 200,000 of its surplus workers. Yet, possibly, even in this 
industry, this present estimate of surplus capacity may prove 
greatly exaggerated. For the prospects of the cotton industry I 
can speak with more knowledge and assurance ; and in this case 
the theory that accepts 30 per cent of the old trade as irrevocably 
lost is indubitably mistaken. Given that Lancashire can approach 
reasonably near to its old costs of production — and there is no 
reason why it should not if national reconstruction as well as 
internal reconstruction of the industry is thoroughly tackled — its 
old bulk, and more, of trade is recoverable. 



Stability. 

Much should also be said by the cotton industry upon the 
views which certain interested sections have tried to foist upon 
the community in general, that post-war stability is now established, 
and that all industries must adapt themselves to the prevailing and 
irrevocable relations between interest and interest in this country. 
If the country had been suddenly reduced to its present state only 
recently, we should all recognise the present position, I think, as 
one of the utmost confusion, of gross inequalities, and as rapidly 
heading to further disaster. But use has dulled our perceptive 
faculty to realities. Fortunately, however, it is the national 
characteristic eventually to reach sound conclusions, no matter 
how delayed the effort ; and it is certain that there is a livelier and 
more widespread appreciation of the true situation now than there 
was even two or three years ago. If in any sense the country has 
reached a state of stability, it is in the sense that might be applied 
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to the snake of the myths that was gorged with its own tail. One 
half of the community has a grip on the other ; for the sheltered 
and monopoly interests are defiaitely deriving profit at the cost of 
destroying the basic industries. 

In this connection, it is salutary to speculate whether our late 
enemies, had they been victorious, could more effectively have 
prevented the recovery of our basic industries than has our own 
national maladministration since the war. Needless to say, had 
the Central Powers won, their first intention, next to extending 
their empire at the expense of Great Britain, would have been to 
destroy their chief competitors in the world markets for the trade 
in cotton goods, coal, iron and steel products, and shipping. 

If a true balance and a natural stability are to be restored to 
the national economy, it seems clear that many interests that have 
benefited by post-war anomalies must pay something back. 
Regarded as an investment against unemployment, decaying 
industry and all the national dangers that follow from permanent 
economic disablement, the sacrifice may appear more acceptable. 
The present emergency asks the exercise of a great united effort in 
self-denial comparable to that required in the war. A Government 
that tried to carry out a policy to the end of restoring balance must 
necessarily risk unpopularity for, like all potent medicines, the 
remedies must at first appear distasteful. In the end, however, 
it would be a boon to all interests, and worthy of some sacrifice, if 
the present uncertainties could be relieved. Tor the sake of 
national well-being, therefore, it appears that we should look to a 
Government that wQl dare to take bold steps in national re- 
construction and that will fit its policy to actual circumstances. 



Conclusion. 

The cotton industry, and especially its depressed elements, is 
not without responsibility for the post-war mismanagement of the 
national economy. Had the Lancashire cotton industrialists 
provided an organisation to study and to watch their special 
interests ; had they been keenly enough aware of the Government's 
perhaps unconscious breaches of faith ; had they realised the 
deadly consequences to themselves of deflation, of the growth of 
monopolism and so forth, they could have organised sufficient 
forces against exploitation of themselves and have assured sound 
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national policy. Of rational developments in the organisation of 
the cotton industry, therefore, there appears need for a central 
organisation empowered to enquire without sectional prejudice into 
the relations between the cotton industry and the State and to 
formulate a reconstructive programme designed to remove unfair 
burdens from itself and from other depressed industries. 

Finally, two increasingly-dangerous movements require emphasis. 
They are both based on the assumption that the lines of progress in 
which industry and the country were running, before the war, were 
fundamentally wrong. Their advocates point to present sufferings 
amongst the populace and to the distress and uncertainty in 
industry and say that the system is therefore wrong. Both greatly 
underestimate the effects of the war ; both are mentally defeated by 
the post-war problems of industry ; and both have resort to plausible 
theories, with little or no respect to their practical application in 
general. They are both revolutionaries. There is first the 
reactionary revolutionary that would drop the country back a 
century in knowledge of sound principle and that would restore the 
old tariff walls about this country. That way means destruction 
for the cotton industry. Then, secondly, there is the socialist 
revolutionary that would submit the delicate, intricate machinery 
of the cotton trade to the ponderous control of bureaucracy. That 
way, too, lies destniction. 




